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UTAH ASSOCIATION

OF COUNTIES

INSURANCE MUTUAI

UACIM BOARD of TRUSTEES MEETING

MINUTES

September 19, 2002, 8:00 a.m.
Utah Association of Counties Training Room

BOARD MEMBERS PRESENT Gary Herbert, President, Utah County Commissioner

Dan McConkie, Vice President, Davis County Commissioner
Lynn Lemon, Secretary-Treasurer, Cache County Executive
Steve Baker, Davis County Personnel Director

Kay Blackwell, Piute County Commissioner

LaVar Cox, Millard County Commissioner

Royal Norman, Box Elder County Commissioner

Ed Phillips, Millard County Sheriff

Tex Olsen, Sevier County Commissioner

Gene Roundy, Iron County Commissioner

Steve Wall, Sevier County Clerk-Auditor

BOARD MEMBERS ABSENT Kent Sundberg, Utah County Deputy Attorney

MEMBERS PRESENT Ken Bischoff, Weber County Commissioner
Michael Cragun, Davis County Commissioner
LeRay Jackson, Millard County Attorney
Kimberly Schappert, Grand County Council Member
Dave Wilson, Weber County Deputy Attorney

OTHERS PRESENT Brent Gardner, UAC Executive Director
Shawn Guzman, UACIM Director
Sonya White, UACIM Administration
John Chino, Arthur J. Gallagher
Jean Evans, UAC Office Manager
Geri Douglas, Larson & Company
Robb Enger, Larson & Company
Ken Mackay, Robison Hill & Company
Greg Poulson, Robison Hill & Company
Dale Westenskow, Robison Hill & Company

CALL to ORDER

Gary Herbert called the meeting to order and welcomed those in attendance.

REVIEW of BOARD MEMBERS ABSENT

Kent Sundberg requested to be excused from this meeting due to a prior commitment out of state. Dan
McConkie made a motion to excuse Kent Sundberg from this meeting. Royal Norman seconded the
motion, which passed unanimously.
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APPROVAL of MINUTES

The minutes of the Board of Trustees meeting held June 27, 2002 were previously sent to the Board
Members for review. The Board made the following corrections:

1.

AUDIT COMMITTEE’S REPORT, page two. For the last two years, the Audit Committee has
reported to the Board their concerns relating to the administration fee budget, paid to the Utah
Association of Counties (UAC), which has not and cannot be audited without the approval of UAC.
Fo-the-ereditof Kent Sundberg explained that [Sonya White and] the auditors, Larson & Company,
discovered without actually auditing UAC’s financial statements, that approximately $457,000 has
accumulated since 1992 from monies not spent out of this fee.

AUDIT COMMITTEE’S REPORT, page three. Tex Olsen explained that nNo monies have been
returned causing suspicion of the management of these monies.

AUDIT COMMITTEE’S REPORT, page three. Shawn, as who believes he is legal counsel for to the
UACIM Board of Trustees and an employee of UAC is being put into a unique situation and that is
why the committee is recommending a more distinct clarification of the relationship between UAC and
UACIM—does Shawn work for UAC or UACIM?

Tex Olsen made a motion to approve the June 27, 2002 meeting minutes as amended. LaVar Cox seconded
the motion, which passed unanimously.

The minutes of the Board of Trustees meeting held August 8, 2002 were previously sent to the Board
Members for review. The Board made the following corrections:

1.

AUDIT COMMITTEE RECOMMENDATIONS, page two. This is especially important in this day
and age where problems in the private sector, because of close relationships with no clear identification
of expenditures, no clear identification of authority and eenduets areas of creative accounting is are
being reviewed.
AUDIT COMMITTEE RECOMMENDATIONS, page two. Under expenses, most of the line items
are straightforward and the actual expenditures appear to be shown but the following items are cause
for concern:
AUDIT COMMITTEE RECOMMENDATIONS page three. This 2000 reconciliation sheet-that Breat
AR BHEeH g Fhese demonstrates how the ﬁgures have-been
medl-ﬁed—ané are g g dlstorted Tex explamed, and the same groblems continue in from-what-the
R ed-— ay—meeting epancies—have ed—threugh—teo the UAC/UACIM
Year End Reconc:llatlon 2001 (see attachment #3) In 2001 the reconmhatwn shows ineluding an
administrative fee expense—allocation of $15,000, when—ealy instead of $5,000 that was budgeted
approved. and-an-endingameunt-6f($40,248) The same concerns carry through the remainder of the

line items.

AUDIT COMMITTEE RECOMMENDATIONS, page four. Reserving for the debt service began in
2000 and UACIM’s annual portion of the reserve is $17,260. Brent explained that on his spreadsheet
where Tex stated that the Mutual’s share tripled, the numbers were transposed in error for the reserve
and the depreciation amounts.

AUDIT COMMITTEE RECOMMENDATIONS, page four. The fiduciary duties of the Mutual Board
can be discussed at the next meeting but Shawn, as who believes he is legal counsel to the Mutual
Board of Trustees, stated that the analogy given that the agreement between UAC and the Mutual is the
same as a contract with a private entity is not a good one because UAC controls the assets of the
Mutual and therefore, has a fiduciary duty of candor and disclosure.

AUDIT COMMITTEE RECOMMENDATIONS, page five. He was never concerned that the budget
was considered to be a contract with UAC and if the administrator of those funds saves money he UAC
can keep it.

AUDIT COMMITTEE RECOMMENDATIONS, page five. In reviewing the reconciliation
spreadsheets prepared and presented by Brent to the UAC Board of Directors, there are several
increases in budgetary line items that were never approved by the Mutual Board and then all of a
sudden, Kent continued, the 2000 surplus of revenues over expenses that was $94,000 has shrunk to
$9,000 and in 2001 the excess revenues over expenses that was $54,000 is now a minus $40,000.

Gene Roundy made a motion to approve the August 8, 2002 meeting minutes as amended. Steve Baker
seconded the motion, which passed unanimously.






The minutes of the Board of Trustees meeting held August 28, 2002 were previously sent to the Board
Members for review. Royal Norman made a motion to approve the August 28, 2002 meeting minutes as
written. Kay Blackwell seconded the motion, which passed unanimously.

AUDIT REPORT UPDATE

Gary Herbert explained that the Audit approved by the Mutual Board at its August 8 meeting has been a
little trickier than what was originally thought. Because the relationship with UAC (Utah Association of
Counties) and the Insurance Mutual are so important, Gary asked the accounting and auditing firm for
UAC, Robison Hill, to help. It has taken Robison Hill longer to prepare information for Larson and
Company than originally thought putting them in a bit of a time deficit in preparing their audit report. Gary
asked that Robison Hill make their presentation first, followed by Larson and Company.

Brent Gardner handed each Board Member and attendee an ‘Agreed-Upon Procedures Report’ containing
financial information relating to the costs associated with the Insurance Mutual Transaction Fund for the
year 2001 (see attachment #1). In an effort to assist Larson and Company with their audit and give the
Mutual Board a complete understanding of the cost allocations, UAC requested Robison Hill to prepare this
report.

ROBISON HILL and COMPANY

Dale Westenskow, Robison Hill and Company, introduced Ken Mackay and Greg Poulson, who are
involved in the monthly accounting and year-end audit of UAC. Dale explained that Robison Hill has
performed an engagement based on agreed-upon procedures. This report is not an audit conducted in
accordance with standards established by the American Institute of Certified Public Accountants and
generally accepted accounting practices. To maintain continuity, Dale requested that questions from the
Board be held until the end of his presentation. The underlying reason Robison Hill has been asked to
report is it appears that all parties concerned initially interpreted the agreement between UAC and UACIM
as an administrative fee arrangement as both parties in their accounting records and audit reports reference
administrative fees. It is now Robison Hill’s understanding that the fees have come into question as to
whether this was a fee arrangement or not, therefore, this report has been prepared to identify direct and
indirect costs that should be allocated to UACIM as a party who benefited from those costs. The first three
pages of the report is a letter to the Members of the Board that explains, ‘We have performed procedures
enumerated below, which were agreed to by the Executive Committee and Management of Utah
Association of Counties (UAC), solely to assist in analyzing UAC’s financial records and preparing
schedules with supporting documentation showing the cost that should be reasonably allocated to Utah
Association of Counties Insurance Mutual (UACIM) for the year ended December 31, 2001. The agreed-
upon procedures outlined in UAC’s engagement letter are as follows: 1) Analyze UAC’s financial
statements to determine direct costs that were attributable to UACIM. 2) Analyze financial records to
determine the amount of any indirect costs that should be allocated to UACIM. 3) Interview management
and other personnel to identify and account for all direct expenses, shared costs and services. 4) Identify
and summarize supporting documentation that may be available upon request for third party review. 5)
Propose a reasonable basis of allocation that may be applied to future and prior years. Robison Hill
obtained the following information to assist in performing the agreed-upon procedures: 1) General ledger
for the year ending December 31, 2001. 2) Descriptions and allocation basis of general ledger accounts. 3)
Payroll records for the year ending December 31, 2001, job descriptions and estimation of time spent
performing services for UACIM. 5) Schedules and calculations of reserve accounts. Robison Hill’s
Summary of Conclusions are as follows: 1) Utah Association of Counties monthly compilation report
contains numerous funds that provide management with certain information to assist in the decision making
process. As a result of this, not all expense for one fund are included in that fund, as they may have been
recorded to additional funds. An example of this is McLarens’ portion of the building usage. 2) Utah
Association of Counties allocated a number of expense categories based upon percentage of usage. Items
such as certain salaries were not allocated to each fund. 3) UACIM fund balance for the compilation report
shows a year to date net excess of $54,215.64. Upon consolidating all expenses that are associated with
UACIM together with those included in the compilation report the result is a net deficit of $34,976.52 for
the year. In addition to this net deficit the UAC Board of Directors has required that both UAC and
UACIM accumulate additional building reserves of which UACIM share is $22,894. When this is
combined with the net deficit, it results in a total deficit of $57,870.52.






There are six exhibits attached to the report, Dale mainly reviewed exhibits one and two—three through six
enclosed for reference purposes. Exhibit 1 is a schedule consolidating the beginning point to the ending
point. The first column ‘Account’ are the general ledger account reference numbers used by UAC as it
relates to the UACIM fund. The second column is a ‘Description’ of the revenue and expense accounts.
The third column is a recap of the compilation amounts that result in the current years compilation fund
report showing an excess of revenues over expenditures totaling $54,215.64. The next column ‘Accrual
Adjustments’ are made at year-end that reverse out the prior year accounts payables and record the current
years accounts payable. ‘Adjusted Balance’ column totals the amounts in the ‘Compilation’ and
‘Adjustments’ columns. The next column lists ‘McLarens’ building costs and the ‘Adjusted Balance’ with
that fund is the next column. ‘Indirect/Other Expenses’ are items that have not been allocated specifically
to either UACIM’s fund or McLarens in the compilation reports. The final column is a consolidation of the
prior two columns. Exhibit 2 contains the footnotes corresponding with the letters to the side of the
numbers in Exhibit 1. While Dale read the explanatory sections the Mutual Board followed the references
on Exhibit 1. (a) Management fees paid by UACIM to UAC. (b) Interest on Public Treasurers Investment
Fund that have been allocated to this fund. (c) Monies transferred in from the property and equipment fund
as a result of an automobile sale. (d) Salaries of Shawn Guzman, Mark Brady and 70% of Sonya White’s
salary. (e) Insurance Mutual loss control training. (f) Management Fee for UAC to allow for additional
expenses not detailed. (g) Accounting and auditing fees attributable to the fund. Dale explained a
correction to the amount listed in this item. Upon interview, Instead of an 11% allocation there should
have been only 9% reducing the expense by $319. (h) Automobile expenses incurred for the use and
maintenance of two vehicles. (i) UACIM’s portion of the preliminary Management Assessment study that
was initiated. (j) Direct meeting expenses for UACIM board meetings. (k) 40% of monthly Internet
services, computer services and direct portion of computer repairs. (1) Staff expenses for UACIM’s staff.
(m) UACIM’s portion of the interest payments on the building calculated at 28.5% of the total. (n)
UACIM’s portion of the building landscaping, upkeep, repairs and maintenance these are calculated at 30%
of the total. (0) 40% of telephone services and long distance conference calls are directly allocated. (p)
40% of postage and direct allocation of all federal express and overnight packages. (q) 40% of all office
supplies. (r) 40% of copier maintenance agreements. (s) Retirement benefits for Shawn Guzman, Mark
Brady and 70% for Sonya White. (t) FICA taxes for Shawn Guzman, Mark Brady and 70% for Sonya
White. (u) Medical insurance for Shawn Guzman, Mark Brady and 70% for Sonya White. (v) 40% of
package insurance policy that covers the building, disability and fiduciary insurance as well as workers
compensation insurance. (w) Direct allocation of dues and subscriptions for magazines, publications and
associations. (x) Direct allocation of printing services. (y) Expenditures for new vehicles and equipment
transferred to property and equipment fund. (z) UACIM’s portion of the principal payments on the
building calculated at 28.5% of the total. One un-lettered item a direct charge to American Express. This
column totals or nets an excess of revenues over expenses of $54,215.64. When that total is added to the
beginning cash balance that is shown on the monthly compilation report of approximately $405,000 the
ending balance becomes the $458,000 in question.

References (aa) and (ab) address adjusting the financial statements to an accrual basis. The combined net
affect is only $655.48, which reduces the net excess to $53,560.16. McLarens’ portion of the expenses is
referenced as (ac) McLarens portion of interest payments on the building calculated at 18.5% of the total.
(ad) McLarens portion of the buildings landscaping, upkeep, repairs and maintenance calculated at 20% of
the total. (ae) McLarens portion of the principal payments on the building calculated at 18.5% of the total.
Total for these expenses is $44,414.30 and when consolidated with the previous $53,560.16, McLarens
alone reduces the excess of revenues over expenses to $9,145.86.

The indirect or other expenses have been calculated as follows: (ba) The interest from the Public Treasurers
Investment Fund (PTIF) has been calculated based upon approximately $458,000 in investments. Based
upon UAC’s representations and this analysis it appears that monies received from UACIM for
management fees are expensed fully in the year that it is received. It has been assumed that the
management fee has been received on the first day of each quarter and has been fully expensed by the end
of the quarter. Therefore, interest has been calculated based upon a quarterly management fee is
$111,703.75. Assuming the management fee is expensed each quarter the average cash balance is
$55,851.88. The average interest rate paid by PTIF has been 2.552 percent for the year 2001, therefore, the
interest on that average cash balance would calculate to $1,425.34. Thus requiring an adjustment to the
amount reported on the compilation report of $18,584.89. (bb) Indirect salaries have been calculated for






the following individuals based upon representations made to us through interviews with UAC personnel.
These are salaries that were not directly allocated to UACIM’s fund in that first column. Brent Gardner,
UACIM Administrator (UAC Executive Director), attends UACIM Board of Trustees Meetings, oversees
and supervises staff services provided to UACIM, property management, trouble shoots county problems,
lobbying. Brent estimates that he spends 16.5% of his time in performing these activities for UACIM.
That 16.5% has been allocated to the following four categories and result in these numbers, salary $19,798,
payroll taxes $1,110, related health insurance $1,686, retirement (9.26%) $1,833. Jean Evans, in an
interview, Jean estimates that approximately $20% of her time is spent working with UACIM doing the
following tasks, bi-monthly payroll, cafeteria plan, retirement, vacation and sick leave calculations and
reconciliations, bookkeeping services and maintenance of related files, reconciliations and deposits,
personnel services, accounts payable and check requests, telephone services. Based on this representation,
the expenses allocated to UACIM fund for salary is $9,027, payroll taxes $691, health insurance $2,044
and retirement (9.26%) $836. Lisa Kalantzes, Lisa is no longer with UAC so an interview was performed
with Doug Perry who took over her duties. Doug estimated that the following time in planning, preparation
and promoting the UAC/UACIM two annual meetings for the month of July/December 10%,
August/January 25%, September/February 35%, October/March 50%, November/April 50%. It has been
estimated that UACIM accounts for approximately 20% of the annual meetings agenda; therefore, 20% of
Lisa’s time in preparing for these meetings is indirectly attributable to UACIM. Lisa earned $3,953 per
month during 2001 of which the following amounts are attributable to UACIM, July/December $158,
August/January $395, September/February $553, October/March $791, November/April $791, totaling
$2,688 of salary to be allocated to UACIM. Related payroll taxes $206, health insurance $219, retirement
$249. Pat Fizer performed receptionist duties and answered the phones for UAC and UACIM. It has been
estimated that approximately 10% of her time was spent performing duties for UACIM. Her, salary was
allocated at $1,786, payroll taxes $137, retirement $165. Debbie Goodwin performed receptionist duties
and answering phones for UACIM. Debbie has estimated that she spends approximately one hour each day
or approximately 9% of her time performing these duties. That allocation for salary $804, payroll taxes
$62. Sonya White performed services for UAC, however information as to the extent and nature of service
performed on behalf of UAC we not available. UAC would be more than willing to credit back UACIM
for her services provided to UAC. Shawn Guzman performed services for UAC and UAC has
acknowledged that there may be a credit back to UACIM for his services rendered that benefited UAC.
(bc) Management fee was set up to account for other indirect costs that may be incurred. Since the indirect
costs in this report are being allocated this management fee is being reversed out. (bd) UAC has accounted
for the building space being allocated at 50% UAC, 30% UACIM and 20% McLarens. Upon interviews,
the correct percentages should be 53% UAC, 28.5% UACIM and 18.5% McLarens. An adjustment in the
amount of $1,226.07 to properly reflect the corrected percentages. (be) Shared expenses have been
allocated UACIM at 40% instead of being 37%, of total expense. This adjustment correctly allocates these
expenses to 37%. (be) Refers to a number of individual office related expenses. (bf) UAC policy allows
their staff to accumulate unused vacation and sick leave. Retiring employees and employees terminating
for other reasons are paid at 100% of unused vacation and 50% of unused sick leave. UACIM’s portion of
accrued vacation and sick leave expense for the year ended December 31, 2001 is calculated by subtracting
the December 2001 accrued balance per individual from the December 2001 accrued balance and
multiplying it based upon the percentages of time spent working for UACIM. Negative numbers indicate
that current year and prior year vacation amounts were used during 2001, this is offset by the same
increase. UACIM portion of accrued vacation and sick leave are as follows: Brent Gardner ($774.28),
Shawn Guzman $261.54, Sonya White $763.84, Mark Brady $417,31, total $668.41. (bg) UACIM’s
portion of management conference and annual convention expenses see Exhibit 4 for more details. (bh)
Adjustment to reclassify check #11307 that was incorrectly coded to UACIM Board Expense. Building
reserve accounts. (ca) The UAC board of directors has required that both UAC and UACIM accumulate
additional building reserves to cover one year’s lease payments on the building. The accumulation of this
reserve was to begin in the year 2000 and last for five years. UACIM’s share of the reserve accumulation
for 1001 was $17,260 see Exhibit 5 for calculation. (cb) UAC and UACIM have been accumulating
reserves for building equipment repairs and replacement. UACIM contribution to this reserve for 2001 is
$5,634. This calculation is based upon estimated replacement cost and life of building equipment as
estimated by the building contractor, see Exhibit 6 for addition information regarding that calculation.
When tallied, there is an adjustment of $44,122.38 net expense. Netted with the previous columns,
($9,145.86), $34,976.52, $22,894, ($319) adjustment calculates to a total deficit for 2001 of $57,551.52.






Brent Gardner added that further adjustment would need to be calculated for the two salaries of Shawn and
Sonya. Dale concluded his report by stating that it is Robison Hill’s belief that the agreement between the
two entities was a management fee rather than handled as some kind of agency fund. Apparently, Dale
assumed, that Larson and Company has made the same determination as their audit report shows it as an
administrative fee expense.

Gary Herbert questioned why the interest allocation for UACIM is 28% when all other allocations are
40%? Dale explained that it is mainly due to the separate handling of McLarens. Gary thought the Mutual
had 40% interest [in the building]. Brent explained that prior to the hiring of two new UAC employees the
percentage allocations for the building were 50/50, UACIM 30% and McLarens 20%. Now the
percentages (based on an estimate of usage) are allocated at 28.5% UACIM and 18.5% McLarens.

Gary Herbert asked if a percentage of Sonya’s salary comes from UAC? Dale stated that 70% has been
allocated to UACIM and 30% MCAT. Sonya White stated that it was her understanding that in the year
2001, 70% of her salary was allocated to UACIM, 20% to MCAT and 10% to UAC. Gary stated that this
is a notable item that needs to be clarified and that the Board should know where her salary is coming from.
Brent said that none of Sonya’s salary was allocated to UAC but she did spend time on behalf of UAC so
there needs to be an adjustment to recognize that.

Robison Hill has came to the conclusion that the administrative fee is a contract, Tex Olsen explained, yet
the indirect expenses they detail have never been talked about. Tex questioned under Robison Hill’s
accounting, who owns the cars and the reserve for cars that UACIM has paid for? Dale replied that their
accounting records indicated that cars are assets reported in an equipment fund that is part of the Utah
Association of Counties entity and reported on UAC books. Tex asked if the building reserves paid by the
Mutual were also an asset of UAC under Robison Hill’s accounting? Under the current accounting, Dale
explained, the reserves are an asset of UAC’s.

Regarding the interest allocation on the annual fee paid to UAC, Lynn Lemon questioned the calculation of
interest based on a quarterly payment instead of the entire fee? Dale replied that the 2001 audit is not yet
complete so Robison Hill is not at a level to render an opinion. The previous practice is that interest is
calculated by fund. Calculated on the $458,000 balance as accumulated because certain costs have been
reported in other funds rather than the UACIM fund.

There were no other questions at this time for Robison Hill so Gary Herbert turned the time over to Larson
and Company for their presentation.

LARSON and COMPANY

As background, Geri Douglas explained that as Larson and Company has prepared annual audits for the
Insurance Mutual, they have been on a statutory basis, which is the basis required by the Insurance
Department for the State of Utah. Now that the Insurance Mutual is no longer regulated by the Insurance
Department it will now report to the State Auditor’s Office and change from a statutory report basis to a
GAP report basis. On a statutory basis, the Mutual was not allowed to record furniture, equipment,
automobiles, etc. as assets so it is Geri's belief that at the inception of the Mutual, it was known that assets
would not be recorded for the Mutual so they were listed on the Association’s books. In preparing the
monthly compilations for the Mutual, as of July 1, 2002, the beginning of the GAP basis reporting,
questions were raised in regards to the assets of the Mutual. This Board approved that Larson and
Company audit the Insurance Mutual Transaction Fund from 1992 to 2001 at its August 8 meeting but, as
Commissioner Herbert explained, we did not receive authorization from UAC until August 29 and did not
receive Robison Hill’s report until September 9, at which time we found the report to be only for the year
2001. Geri continued to explain that Larson and Company used the 2001 Robison Hill Report as their basis
and have tried to go back to 1992 as much as time allowed. A written update (draft) was handed to the
Board and reviewed with them by Robb Enger (see attachment #2). From the numbers and information
Robb has reviewed, the accumulated adjusted surplus from 1992 to 2000 totals $288,470.99. Adjustments
to surplus were made in 1999 and 2000 for interest and building expenses and reserves (including
McLarens). The auto reserve amount or $13,300 was added in 2000 based on the information provided by
UAC. Robb reviewed the summary of the items found so far which is not all-inclusion:






1. There was no allocation of salaries in years prior to 2001 but the management fee was used in all years
prior to 2001. Robb directed the Board’s attention to the agreement between UAC and the Insurance
Mutual that states: ‘Reimbursement for Services...all expenses associated with UAC staff’s
administration of the pool, as determined annual and approved by the UAC Board of Directors and the
UACIM Board of Directors’. It is Larson and Company’s opinion that the $5,000 management fee,
that is in the budget every year, is the compensation for the staff’s administration of the pool.

2. Joumnal entry (be) of the 2001 Robison Hill report was done to correct amounts and percentages from
40% to 37% for shared expenses. However, in prior years, (at least from 1999) the incorrect
percentage was used and Robb was unable to find where it was corrected.

3. Inreviewing the compilation, in 2000 the beginning surplus balance per Robison Hill ($311,405) does
not match their ending balance for 1999 ($328,148) a difference of about $16,000. Robb was unable to
determine why the difference.

4. According to the sublease/purchase agreement (page 11 and 12), it states how the building debt,
operating and maintenance and reserves should be calculated and allocated to UAC and UACIM but
Robb was unable to determine if MCAT and McLarens need to be included in sharing the common
area space. In reviewing the square footage of each office and going through the plans of the building,
pre-2000 allocations should be UAC 55%, UACIM 45% (includes 21.46% McLarens), post-2000 that
allocation should have changed to 61% UAC, and 38.25% UACIM (including McLarens).

Larson and Company determined for the most part that the 2001 detail, prepared by Robison Hill, allocated
the percentages based on what was originally believed, however many of the expenses could be made on a
direct basis, i.e., postage, copies, telephone, data processing, etc. They have questions on the salary
allocations in 2001 and whether they should be allocated in 2000. Interest adjustments were made by
taking the excess revenue over expenses, multiplying the interest rate and allocating interest to all years,
1992 through 2000. Up to this point is where Larson and Company is in the audit.

Gary Herbert said that it surprised him that Robison Hill’s cost allocation for 2001 makes it appear that the
Mutual owes UAC money and asked Robb Enger what his opinion was for the 2001 year? Robb replied
that based on his calculations, that materially the Mutual does owe UAC for the year 2001. In 1998 and
1999 there is a deficit and in 2000 barely a surplus that appears to be due to the additional expenses for the
new building that should have been allocated to McLarens and counted against the Insurance Mutual
Transaction Fund. Geri Douglas added that Larson and Company does not necessarily agree with Robison
Hill for 2001 because there are some issues that need to be resolved such as salaries. In the agreement it
states, ‘that a total annual sum, which consists of all expenses associated with the UAC staff
administration’, which Geri interprets as the budget amount of $5,000, ‘determined and approved
annually.” Lynn Lemon said that if you take the $34,103 listed for indirect salary expenses on the Robison
Hill report and made an adjustment for Shawn and Sonya’s time, then the amount would come close to the
$15,000 that the Mutual was charged for 2001. Geri said that other issues that need to be resolved are the
allocation of building square footage percentages and those same percentages being used to allocate
expenses for supplies, postage, telephone, etc., and which entity owns the autos, computers, artwork, etc.
Gary said that the Mutual would need to work with UAC to reconcile those issues.

Gary Herbert expressed that unless the auditors go back to 1992, the Mutual Board will not know for sure
how much of the monies listed in the Insurance Mutual Transaction Fund would be owed to the Mutual, if
any, but he is prepared to have them go all the way back. Robb Enger stated that from 1992 through 1997
is where the majority of the Insurance Mutual Transaction Fund balance accumulated. When the building
was purchased there was a significant increase in expenses.

Tex Olsen stated that another issue relating to the expenses is that the Mutual has not been given credit for
reserves; reserves should be an asset on the Mutual’s books. Reserves and whether the current reserves
meet the Mutual’s future obligations are another issue that the Board needs to make a decision on.

Geri Douglas asked the Mutual Board how they should proceed from here? Gary Herbert explained that as
part of this reconciliation and an understanding of where the process should go from here, he asked Brent
Gardner to go through the minutes, agreements and any other documentation since the inception to see if he
can help the Mutual Board understand how we’ve gotten to this particular predicament. Brent Gardner
prepared a six-page letter to the Mutual Board with attachments that the Board had not previously received
so Brent was asked to highlight his findings that may resolve questions in the minds of the Board members






(see attachment #3). Brent began by explaining that UAC administers 14 different programs that vary from
year to year that bring revenue into UAC other than county dues, UACIM is one of those programs. Prior
to UACIM coming into existence, the UAC Board of Directors said to Brent, in terms of administering
these programs, they did not want to allocate all of the costs associated with each program to each program
because that gets UAC into a real detailed accounting problem. The UAC Board has also said or
established a policy that revenues from these programs should not be put into UAC’s general fund as
ongoing revenue for UAC. The Mutual may be attributing these two policies to improper management but
Brent has simply followed the direction of the UAC Board of Directors. Those two policies were carried
forward into the 1992 agreement between UAC and UACIM. Obviously those policies have changed with
the 2000 agreement revision. Attached, Brent continued to explain, is a copy of the Amended Bylaws of
the Utah Association of Counties Insurance Mutual. On page seven it requires the Utah Association of
Counties Insurance Mutual Board to ‘Contract with Utah Association of Counties for administrative and
management services, including a reasonable fee approved by the Board and Utah Association of Counties
to cover the cost of services so provided’. The next attachment is the Amended Interlocal Cooperation
Agreement, page two under ‘Administration of Utah Association of Counties Insurance Mutual’ it states,
‘The parties (meaning UACIM and its member counties) hereby agree that Utah Association of Counties
Insurance Mutual shall contract with Utah Association of Counties for administrative and management
services, including a reasonable fee..’. So when these two documents were prepared, they call it a
contract. It is Brent’s belief that the Mutual chose the word contract because they meant it to be a contract.
The next attachment is the 1992 Agreement and under ‘Agreement for General Administrative Services’ it
states, “This Agreement contains all agreements, understandings and arrangement between the parties and
no other exists’. Brent’s interpretation of this statement is that there is no outside agreements to refund.

Gary Herbert asked for the Board to refer to ‘Reimbursement for Services’ on page one of the 1992
Agreement that states, *...all expenses associated with UAC staff’s...” because this issue has been raised by
Larson and Company. Lemon added that it also states, ‘annually...approved’ by both Boards. Brent stated
that this is clearly an issue for the Mutual Board to determine if they are going to allow all salaries to be
included but how can the Mutual Board, if they decide to freeze the salary amount, go back and require a
refund of anything left over on the other line items?

The next attachment is the 2000 Agreement, that Brent said, specifically states, ‘Commencing with the
2000 annual fee, UAC will refund to UACIM any surplus amount over $7500°. Brent questioned then, if
there was a requirement in the 1992 Agreement to refund, then why did the Mutual Board amend the
Agreement to add that specific language? Brent believes that it was amended because it was a contract.
The minutes from the October 24, 1996 Board of Trustees meeting are the next attachment and Brent
wanted to point out under the ‘1997 Administrative Budget® item it says, ‘Brent Gardner reviewed the line
item breakdown and comparison...” which to Brent is an accounting of each line item, ‘of the 1997 and
1996 Administrative Budgets as requested by the Board’. Even though Brent does not believe there was a
requirement to do it, they requested it and he did it, because there was ‘An ending balance of $76,388...for
the year ending 1995°. UAC had budgeted for ‘a full-time’ administrator [the minutes say director],
assistant administrator to use the correct term, Brett Rich, and he didn’t get hired until October, so there
was nine, ten months of salary that wasn’t expended and that is what the Mutual Board is inquiring about.
And Brent disclosed to the Board, that ‘legally any ending balance would be the property of UAC, but...’
Brent felt that the °..Board should feel free to meet with...UAC...’ and ‘discuss the status of..’ the
‘..excess funds. The Board...” in 1996 ‘...agreed to wait’. Brent believes that the reason why the Mutual
Board did not ask the UAC Board or request a meeting is because they understood it was a contract, from
the inception. Royal Norman stated that the Mutual Board forgot about it by then. Brent commented on
the next set of minutes as attached that indicates there was a ‘bid’, which Brent feels, relates to a contract.
The next attachment is the 1998 Management Review conducted by Warren McVeigh, that specifically,
under item five, analyzed the operational efficiencies and procedures of the Mutual. On page 36 there is
only one recommendation under ‘Administrative Services Contract’ for 1992 that states, ‘Update the
Agreement...between UACIM and UAC. It currently refers to a Pool Administrator when there is no such
title...” and ‘The Agreement should describe the services...provided[es]’. Warren McVeigh also reviewed
the Interlocal Cooperation Agreement and Bylaws with no recommendations. If they found violations in
these documents they would have identified them in this report. Brent believes none were brought forward
because they understood it as a contract, an annual fee. The next set of minutes attached are the November
17, 1999 membership meeting wherein the Audit Committee (Jerry Hess) reported that, ‘The Committee






also reviewed the administrative budget to make sure that the Mutual was not paying a disproportionate
share of the UAC budget. To the satisfaction of the Committee and the Board of Trustees, the relationship
between UACIM and UAC is working...well’. Brent believes that the Audit Committee did their job, they
performed their function and reported no issues and none of the membership disputed it. Minutes from the
October 26, 2000 meeting when again there was a balance because of staff salaries. The minutes read, ‘Ty
Lewis said that the Association should be willing to refund...’ the money ‘...the Mutual did not spend...’
because of the salaries. I again say, I would be °...willing to take that request to the...Board’. Then the
motion that triggered the negotiations to amend the 1992 agreement, ‘Dan McConkie’ made this
amendment to refund the money °..be retroactive to the inception of the Mutual upon approval of
the...Board...". The last attachment is a list of UAC officers that served on the Mutual Board over the years,
Tom Hatch, Dennis Ewing, Monte Munns, Dan McConkie and Gary Herbert. Almost every year there has
been a UAC officer on the Mutual Board who has received a monthly accounting of all UAC’s statements,
including the famous Insurance Mutual Transaction Fund, Brent stated. In his opinion he has disclosed
information to the Mutual Board when requested although he believes it was a contract and members of the
Board have had knowledge of the Insurance Mutual Transaction Fund.

Royal Norman questioned Brent, if it is a contract, why was the money put in an account separate from
UAC so that it became identifiable? Brent Gardner answered because of the UAC Board policies. If it
were expended as ongoing revenue then dues would fluctuate all over the place. It was set up separately so
that if UAC wants to use the money for a project or buy some item it comes up on a case-by-case basis.

Tex Olsen commented that Brent Gardner characterizes the 1992 Agreement as a contract when what it
really states is that annually the Mutual will review services and expenses so the Board has adopted a
budget. To illustrate how this is working, suppose the Board budgets $50,000 to upgrade equipment but we
find that if we wait until after the first of the year it will only cost $10,000 to upgrade. Theoretically, as an
operating Board we have saved $40,000 but practically we’ve spent $50,000 because it all goes to UAC.
The increases are based on windfalls or unexpended amounts in budget items. Brent is saying, since that is
the way the Mutual has been operating, then whatever we as a Board adopted as a budget we agreed to
allow any money not spent stay with UAC. This is where the fiduciary responsibility comes in, Brent
helped with the budget, Brent expended the monies and Brent should have told the Mutual Board how the
budget and plan should change and what is fair each year because the Board did not know and it should
have been brought to the Board’s attention. Lynn Lemon said that pursuant to the October 24, 1996
minutes, Brent did review the line item breakdown comparison but Tex explained that the Mutual Board
did not at any time understand this is how the Mutual was operating. There is a problem with a fiduciary
responsibility to both Boards. It was not disclosed that the Mutual’s budget was a contract and anything
left in our budget would automatically go to UAC. Gary Herbert stated that it sounds like Tex is arguing
for change, that there was a significant flaw in the contract, it states that it is a contract in all the
documents. Geri Douglas brought to the Board’s attention the October 30, 1997 Insurance Mutual Board
Meeting Minutes that state, “The Board questioned whether surplus in the UACIM administrative account
could be shifted to the next year. Brent explained there is that ability because any surplus is kept in a
separate account’.

LeRay Jackson asked Brent Gardner to give an example of the 14 separate sources of revenue for UAC?
Brent named the Multi County Appraisal Trust, UAC Insurance Mutual, Cash Flow Borrowing,
Unemployment Fund, Office Depot and Nationwide Retirement.

Dave Wilson explained that reliance on the contract language and the term contract used, as Shawn
Guzman and members of the Board have interpreted you can have contracts where reimbursements are
required or it can be interpreted, as Brent Gardner has interpreted, as a Class D Contract. If the agreement
is a Class D Contract then what is the Management Fee item of $5,000? The interpretation should have
been, what the Board intended, which was pay so much for an administrative fee, a budget was placed, and
there should have been a year-by-year accounting. Dave continued that the Board can beat this to death but
if Brent had a good faith belief in what he says then Dave doesn’t think that any of the Board Members
want to go through a report process and as a member of the Litigation Management Committee, Dave
would recommend that the Board clarify the term before moving forward.

LaVar Cox recommended that the Board look at the past intentions of the 1992 Board of Trustees. LaVar
has spoken with Tom Hatch who understands that the Mutual was put together the best it could, at the time,






and were dependent upon UAC to run the operations. All these accounting procedures hadn’t even been
thought of so LaVar feels the Mutual Board should only be looking at year 2000 and later. Gary Herbert
feels that everyone acknowledges there has been an evolution with the Mutual from when it started in 1992.
Gary agreed with Dave that it’s hard to stop people from disagreeing on a contract but the Board should
focus on moving ahead in the direction needed. The Board has been given somewhat of a reconciliation for
2001. Is the Board willing to expend funds, time and energy to go back to 19927 There is an argument that
there is no legal requirement for UAC to refund any money yet Gary feels the UAC Board may be
compassionate to the argument that not all monies were expended. Appears the Board is a long way from
having the actual numbers resolved.

Steve Baker recommended that the Board consider his proposed option. If you look at the documents they
say UAC is the controlling organization and in effect from 1992 to 1999 it is Steve’s belief that the
documents do not allow the Mutual to go back. From 2000 forward, payments over $7,500 have to be paid.
Steve recommended that Brent Gardner tell the Mutual Board what that number is. Also Brent broached
the option of requesting that the UAC Board refund to the Mutual unexpended salaries so the Board ought
to entertain that request. Someone seconded this option but was not identified as the Board went right into
discussion. Gary Herbert said that the UAC Board of Directors is expecting the Mutual to present a
recommendation to reconcile this issue. Tex Olsen said that everyone has a keen interest in getting this
problem solved but the Mutual Board has a fiduciary responsibility to the members. Any member can
bring a class action suit and join the other members on an involuntary status. The Board may have a false
sense of security because we are all in management positions in our counties and felt that would never
happen but one county can make that happen. If an action is brought against the Board as Trustees and join
other Trustees that preceded us, because this Board could have corrected the problem just by our
management of the budget. Pulling a solution out of the air because it is cheaper to settle is going to be
tough to explain so we need to solve this matter to everyone’s satisfaction. Tex continued that he is not
adverse to a settlement but recommended that before the Board goes into a motion status the issue be taken
to 100 percent of the membership.

Lynn Lemon figured that if Brent Gardner did take a salary for any of his time spent on the Mutual for
those years prior to Brett Rich being hired, it would calculate to a majority of those monies accruing from
1992 to 1995.

Steve Baker made a motion to recognize UAC as the one that founded the Mutual, a subsidiary of UAC and
the agreement from 1992 to 1999, the contract, does not require any payment. From 2000 the contract
requires payment reimbursements for any expenditures over $7,500 or vice versa and that Brent Gardner
give the Mutual Board those figures. Dan McConkie seconded the motion, which was open for discussion.
Ed Phillips stated that the Mutual is not a subsidiary of UAC it is a separate entity. Gary Herbert believed
that Steve’s position is that there is no contractual obligation for UAC to refund any funds if there is any
and as Kent Sundberg stated in our prior meeting, the contract is silent on this issue. Steve stated that
according to the contract, 1992 to 1999 is a fixed fee contract then for 2000 forward we recognize the
reimbursement of appropriate funds language. Tex Olsen explained that if Steve’s intentions are a fixed fee
contract then the apportioned indirect and other expenses, which have not come before the Board, are big
items that make the ending balance lean one way or the other. LaVar Cox questioned if this motion will be
taken to the membership? Gary Herbert answered that it will be taken to the membership to ratify but this
Board is making the decision. Lynn Lemon asked Tex if the Audit Committee in 1999 acknowledged and
the Board acknowledged that the relationship is working well, then the Committee reviewed the budget, did
they not? Tex replied that he assumes the Audit Committee in 1999 did what the present Audit Committee
did and that was audit those reports, statements, documents that were available to them. Tex continued
that, as he understands Steve’s motion, that starting in year 2000, the Board agrees that its liability, or
UAC’s liability was limited to a $7,500 swing one way or the other and that while the Board is looking at
the overall problem it is going to be well for the Board to settle those three years 2000, 2001, 2002, just on
that basis. That is an area of reasonable judgment with the controversy but to settle from 1992 through
1999 without approval of our membership is being derelict and exposing the Board to legal problems. Dan
McConkie stated that he is in favor of this motion because it is his belief it is a legitimate resolution to
some of the concerns. This motion will be a recommendation to another Board for vericoncurrence, they
may not agree. This recommendation shows that the Mutual Board is willing to accept what was
understood to be a working arrangement between these organizations up through 1999 and in 2000 the
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rules have changed and we’ve got documentation to show that. A vote no seems to mean the Board wants
to go back and see a change in the rules and, in Dan’s opinion, the Board can’t do that.

Gary Herbert called for a vote. Steve Baker restated his motion for the Board to recognize that 1992
through 1999-contract year is a fixed-fee contract, no money legally owing to either party. From 2000
forward, whatever is owed to either party over $7,500 is paid. Dan McConkie seconded the motion, which
passed 9-2, Tex Olsen and Ed Phillips opposed.

Steve Baker made a motion that the contract for the 2000 year forward, the amounts over $7,500 owed to
either party be paid and that Brent Gardner provide the Board with those amounts. Royal Norman
seconded the motion. The motion was open for discussion. Brent Gardner questioned in calculating
whether the Mutual has gone over $7,500, how far over $7,500 can it be? The question came up as to how
to treat salaries and indirect costs. UAC treated it as you saw outlined on the cost allocation, each
individual’s prorated share. Comments were made about the $15,000 in administrative fees being all that
should be charged so Brent wanted clarification from the Board. Lynn Lemon felt that the amount should
stay at what the Mutual Board and the UAC Board approved for those years. If they approved $5,000 then
stick to what was agreed. Lynn appreciated the work Robison Hill put into allocating salaries but we are
talking retroactive and should go with what the Board approved. Dan McConkie agreed that the Board
should go with the approved documents. Tex Olsen also clarified to Brent that he should go by the budgets
approved by the Board not the spreadsheets he accounted to the UAC Board at its August 1 meeting. Brent
reaffirmed, that whatever the line item budget has in it would be the categories of expenses. Gary Herbert
said that the budget will be attached as part of the motion, Exhibit A. To have it clear in his mind, Dale
Westenskow questioned the Board that as he understands the motion, nothing will exceed the amount
approved on each line item on the budget so there is no swing, which is a conflict to what has been
presented.

Gary Herbert called for a vote. Steve Baker restated his motion for the year 2000 if there is a savings over
$7,500 of the budget UAC will reimburse the Mutual, if expenses exceed $7,500 of the budget the Mutual
will reimburse UAC. Royal Norman seconded the motion, which passed unanimously.

Steve Baker made a motion that the UAC Insurance Mutual Board of Trustees direct Brent Gardner to take
a request to the UAC Board of Directors for reimbursement of unexpended salaries identified for those
positions of Brett Rich and Mark Brady (either being hired or leaving employment) and any other
extraordinary circumstances that resulted in large (over $7,500) items. Gene Roundy seconded the motion,
which passed 10-1, Tex Olsen opposing.

BROKER’S REPORT

John Chino reported that there are a number of items that he presented at the last meeting and five different
policies, four of those the Board directed John to work the numbers, try different options, new retentions,
etc. John is in the process of negotiations and did not have numbers for the Board at this time.

DIRECTOR'’S REPORT

Shawn Guzman reported the nomination forms have been sent to the entire member elected offices
requesting nominations for elections to the 2003 Board of Trustees at the annual meeting in November.
Those current Trustees up for re-election are Kay Blackwell, LaVar Cox, Gary Herbert and Lynn Lemon.
For those positions being vacated by retiring Trustees at the end of the year, the Board will make an
appointment to fill those positions in January.

Shawn explained that the third-party claims administrator, McLarens Toplis offered either single-year or
multi-year contract beginning 2003. After reviewing the contracts, Shawn reported to the Board that he
agreed to a single-year contract with a four-percent increase—McLarens has not requested an increase in
two years. The multi-year contract locked the Mutual into a three to four percent increase each year. The
single-year contract amount was included in the budget approved by the Board at its August 28 meeting.
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SET DATE and TIME for CLOSED MEETING

Gene Roundy made a motion to set the date and time for a closed meeting to discuss pending or reasonably
imminent litigation to begin at 12:17 p.m. on September 19, 2002. Dan McConkie seconded the motion,

which passed unanimously.

Lynn Lemon made a motion to conclude the closed meeting at 12:26 p.m. on September 19, 2002. Royal
Norman seconded the motion, which passed unanimously.

ACTIONS on LITIGATION MATTERS

Steve Wall made a motion authorizing an amount up to $50,000, if the opportunity arises at mediation, to
settle the matter of RIC9908675. Dan McConkie seconded the motion, which passed unanimously.

Gene Roundy made a motion authorizing the amount of $20,000 for the UAC Insurance Mutual’s portion
and $20,000 for the Sevier County portion to settle the matter of SEV02088040.

LOSS CONTROL MANAGER’S REPORT

Mark Brady reviewed updated loss charts, as of August for the past five years, with the Board (see
attachment #4). Total number of claims have decreased from last year but 2002 is the second highest in
five year history. Net incurred losses for 2002 have also decreased from last year and is the third highest in
the five year history. Number of auto claims are down, net incurred auto claims are the lowest they’ve
been in the past five years, number of general liability claims are down from last year but steady with years
1999 and 2000, net incurred general liability claims have remained steady for the last two years, number
and net incurred property claims are at an all time high in the five year history mainly due to county owned
vehicle losses and a fire loss. Number of auto, general liability and property claims by category were the
last charts reviewed.

OTHER BUSINESS

The Mutual Board tabled the following agenda items until the next meeting scheduled for October 9, 2002,
8:00 a.m. at the UAC Training Room: Redefine Relationship Between UAC and UACIM and Restructuring
of the UACIM Board/Bylaws. Any proposed Bylaws amendments need to be sent to the membership 30-
days prior to the November 14 annual meeting.

Approved on this A yor OASA 200
) eyian L

Lynn Lemon,’ UA Cﬁb Secretary-Treasurer, Cache County Executive







UACIM Board Mesting, September 19, 2002, 8:00 a.m., UAC Training Room

Herbert: Okay, some are still eating, we'll continue to eat, little less informal here today. We have some important stuff
to talk about and a number of issues that will take some time s0 we need to get started. So, as per our agenda, we've
had breakfast and continue to eat. I'll call the meeting to order. Review the Board Members Absent. We've got Kent
Sundberg who is in Oregon. Do we know what it is he's doing in Oregon?

Guzman: Um, I'm not suppose to say be he is actually on the coast with his wife and the clubs.
Herbert: So Danny will make a motion to excuss...

McConkie: I'll do that, if he's with his wife he's in good company.

Normman: Second it.

Herbert: Liz and Kent are taking a little time off. |s there a second.

Norman: [I'll second that.

Herbert: Thank you Royal. Discussion. All those in favor say Aye.
Aye.

Herbert: Opposed. Motion camies. Kent you are excused. Next is the approval of the minutes. Now everybody
should have gotten, | talked to Sonya here a few days ago, so | believe everybody should have gotten, in advance of
the meeting, as per our general policy, copy of the minutes. Today we're not just going to rubber-stamp the minutes.
We've talked about some important issues and that have...our concem and so | want to make sure everybody has had
an opportunity to look at the minutes, understand them and to...modifications that may be appropriate. The purpose of
the minutes is to accurately reflect what took place in the meeting and I've got a couple of concems and
perhaps...some concemns. Now let's just start with June 27. June 27, | was not there, as you recall, so | have to rely
upon your great minds to accurately reflect what took place.

McConkie: Gary, can | ask a question? Shawn does someone read these minutes after Shauna, Sonya prepares
them for accuracy and approval before they go out to the Board?

Guzman: Sonya prepares them and then | read them and then we send them out to the Board for the Board to read
them.

McConkie: So you have read them and you approve and you cumrently believe they reflect the...of the meetings?

Guzman: | read them and yeah, that | can recall, they do. If | have any questions | ask Sonya to go back and check
her tapes. | wouldn't say that | approve them, | just read through them for typos and to make sure there is not
something that | think was left out or something that is not as | remember it, then we go back and check the tape if
there is a question onit. Then we send it out to the Board. The Board actually does the approval.

Herbert: There is a process by which they come to us and it is my understanding that it is the Board that approves.
That's the function, that's the responsibility that we have as Board members to make sure that the minutes do reflect
what took place. So, anyway, June 27 minutes if you'll look those over. | had one question, not having been there,
that | just didn't quite understand. That is under the Audit Committee’s Report. In the middle of the paragraph it says,
“For the last two years the Audit Committee has reported to the Board their concems relating to the administration fee
paid to the Utah Association of Counties (UAC) which has not and cannot be audited without the approval of UAC. To
the credit of the auditors, Larson and Company discovered without actually auditing UAC financial statements that
approximately $457,000 has accumulated since 1992 from monies not spend out of this fee.” Not having been there |
don’t understand what is taken place there. | don't understand, how you can come up with, if somebody, what | don't
want is editorializing, | don't want things that are factual that aren't factual that may be on opinion. So, somebody



needs to help me understand, “To the credit of the auditor, Larson and Company, discovered without actually auditing”
how did that happen?

Olsen: | suppose you are asking the Audit Committee. The Audit Committee for the last three years has been
concemed about our budget account. And we've never called it an administrative fee and | think that ought to be
changed to budget account because that's what we've always called it. We've been concemed because it represents
about a half a million dollars a year of spending and we've never had the detail on it. So in discussions with the
auditors, they said, they brought to our attention that this surplus, or whatever you call it, of $457,000 was there.

Herbert: How was that discovered if they didn’'t do an audit? We're giving them accolades here to their credit.
They've come up with this amount of money without doing an audit. | don't understand it. How can that happen?

Olsen: How can it happen?
Herbert: How can it happen, Tex? Just come to them?

Lemon: | was there during that Audit Committee meeting and it's my understanding that Geri, Geri didn’t you tell us
that you had contacted UAC's auditors and that's how you came up with that amount or that number?

Douglas: We found documentation prior to that that showed a breakdown of the Insurance Mutual Transaction Fund
and it showed a large balance and | did contact Robison Hill to verify.

McConkie: Where did you find that documentation?

Douglas: | received it from Sonya.

White: From me.

Douglas: Sonya prepares budgets against actuals and during our audit...

McConkie: So then it would appear that Larson and Company didn't discover anything, they were given it by a staff
member.

Olsen: Wait a minute. What you've been doing is quibbling about how you discover, how you find or something that is
called to your attention that ought to be looked at and | don't know exactly where you're going with the question?

McConkie: | just want to understand what really happened.

Olsen: It was called to the Audit Committee’s attention that there is this surplus and the Audit Committee thought it
was a little tough to find out about it.

Herbert: | think it is an issue, Tex. As I've gone through the minutes, in fact, there is a statement in the minutes later
on that says the Audit Committee made some kind of a statement that this money, this $457,000, is, in fact, belongs to
the Insurance Mutual. | don't know whether the audit...stated that or not. It says here, “To the credit of the auditors”,
we're giving them accolades for what they've done, “Larson and Company discovered without actually auditing UAC's
financial statements” | think it would certainly be more, it sounds like what you're telling me, again | wasn't there, | don't
know how this came about, it would be more reflective of what their...is that the Audit Committee with the help of Sonya
discovered that there seemed to be a lump some of money someplace that we tum that information over to Larson and
Company. And maybe to their credit or not, | don’t know why that phase is even in there.

Guzman: And | think that's why we need to ask Sonya because she does a combination of actual statements from the
tapes and paraphrasing too, so, was that actually the tapes?

White: Right, | did a verbatim of the Audit Committee report and this was language from the tapes.

Guzman: So you're saying it was a statement that was made?



White: It was a statement. So where you are saying, it was an opinion.
Herbert: Whose statement?

McConkie: Who stated it?

White: Tex Olsen was giving the report for the Audit Committee.
Guzman: So that is kind of a narrative it sounds like.

Herbert: If that was stated then | think that's fine, if it said, Tex Olsen stated to the credit, then | think that's an accurate
reflection.

Olsen: | move the minutes be amended to reflect that, but since we're getting into an area that | think we need to
resolve, that has got to be resolved, I'd like to take two minutes...

Herbert: Is this during the minutes, Tex? Because the agenda item, and again | am concemed about some of the
things in the minutes, but | want to give you minutes, if we're going to have some discussion and want to refer back to
these as to what has taken place they have got to be accurate, this is too important of an issue.

Olsen: It goes beyond the minutes. )

Herbert: Then can you hold that now and we'll certainly give you a chance fo talk. That can always be cleaned up, is
what we're saying here, as far as what that is. | don't know that Larson and Company discovered that. | prefer if in
fact what happened ought to be reflected here, so however you want to amend that Tex, it sounds like it's your
statement here. You mentioned you wanted to make a change on the administrative fee...the fund that has been
refemmed to is what, what is the word that you used over there Geri that you've been auditing...

Olsen: Well, that is one of the issues, whether i's an administrative fee or whether it's...

Herbert: You said, we want them to call it a budget, budget account...

Olsen: That's right.

Herbert: It's written down administrative fee but there is another term that's been used too.

Douglas: The Insurance Mutual Transaction Fund.

Herbert: The Insurance Mutual Transaction Fund.

Gardner: Well, its been called management fee too. On the budget we've handed out every year, | think we've called,
I'm not sure where it is in the minutes, where you looking Gary?

Herbert: I'm on page two, right under the Audit Committee's Report sixth, fifth line down.

Gardner: Oh yeah, anyway, all | was going to say is that what we've called it on the budget we've handed out it is
referring to, | don't know if it's refering to the whole amount that comes to UAC or if it's referring to portions within the

budget,

Herbert: Whatever accurately reflects what we're talking about here, Tex, | refer to you, however we clean that up just
make it great.

Olsen: Well, it was a statement made by either me or by Lynn.



Herbert: | think we probably all understand what it is whether it's an administrative fee or budget account; again, | don't
want any fry at semantics here as long as we get the intent of what was said. So if we want to put administrative

fea/budget account, | don't have a problem going with that change.

Olsen: Well, if the statement was made by me | would have been referring to budget account...! don't recall referming to
it as administrative fee because | never thought it was.

Herbert: We'll just do it one at a time and we'll come back with the changes and approve the whole thing at once.

Douglas: Can | just say something? In looking through the minutes, it looks like the Insurance Mutual called it the
administrative budget.

Herbert: That's a good compromise. Anyway, | think we know what we're talking about here. Let's change that to
Administrative Budget. Tex Olsen commented, “To the credit of the auditors, Larson and Company, with the help of
Sonya White, discovered that there is approximately $457,000". Can we make that change? Is that okay with you
Tex? On page thres, another item of concem is actually a misstatement. After the recommendations you get into the
first paragraph starting, “Committee members reminded the Board that a written agreement between UAC and UACIM
any monies over $7500 not spent out of the administration fees would be retumed to UACIM beginning year 2000. No
monies have been retumed causing suspicion of the management of these monies. Kent Sundberg stated that the
independant auditor was concemed to find that UAC is holding and eaming interest on almost half a million dollars of
UACIM's money.” So, is that an accurate reflection? |s Larson and Company actually come on record because at our
last meseting | asked the question whether the auditors have decided in fact come to the conclusion that this was the

Insurance Mutual's money?
Olsen: | suppose there we're talking about a conclusion that Kent had reached; it was Kent's statement.
Lemon: | think that is his opinion.

Douglas: Also, if | could bring up, if you look at the UAC audit, thers is an Insurance Mutual Fund accounted for on the
UAC audit.

Westenskow: Commissioner? The audit for the Utah Association of Counties at the entity level we cannot express an
opinion or present a fund for UACIM separately.

Herbert: Well, we'll get into that later on. | just want to know...to make sure it's reported accurately. This seems to

lead me to believe that Larson and Company is expressed an opinion of this Board, this day, that there is $457,000
that they believe, the auditor, the independent auditor; it belongs to the Insurance Mutual.

Lemon: | think Gary that is comect, is that not?

Douglas: At that point in time...

Lemon: That was your opinion that was the opinion at that point in time.

Baker: | think the sentence, “no monies have been retumed” ought to be either ended there or deleted entirely.

Lemon: “Kent Sundberg stated that the independent auditor was concemed to find that UAC is holding and eaming
interest on almost half a million dollars of UACIM money”.

Herbert: You're saying, “no monies have been retumed’, you think that should be a period rather than “causing
suspicion of the management of those monies*?

Baker: Is it a fact that no monies have besn retumed you can let it stand but from there on it's a conclusion...

Lemon: |s that a statement from somebody, Sonya?



White: Yes, that was Kent's statement.
Lemon: Kent? Again, if he said that, that is his opinion.
Baker: Then it ought to be attributed to him.

Lemon: | agree. | think you ought to just add in there, Kent said that no monies have been retumed causing suspicion
of the management of those funds. He also stated that the independent auditor was concemed to find that UAC is
holding...

Herbert: So Lynn, give us the phraseology so Sonya can get this...
Lemon: I'm just, having been there but remembering detail, Kent said, you have a tape that he says that so we can
just say, “Kent Sundberg said that no monies have been retumed causing suspicion of the management of these

monies and also stated that the independent auditor was concemed to find that UAC is holding and eaming interest on
almost half a million dollars of UACIM money.” | think that was, | mean this whole issue is trying to resolve that but that

was what his opinion...

Herbert: Rather than that be a statement of fact it ought to be attributed to whoever makes the statement. With those
changes, Sonya, that would be good.

White: Okay.

Herbert: Again, the statement, “Trustees have always been led to believe there was no excess money left at the end
of each year." | assume that is somebody's opinion it appears based on that...

Lemon: Do you know who that was?

Herbert; ...that's not always the case.

Lemon: I'm somry, do we know who that was?

Guzman: | just asked her, she's trying...

White: | tried to keep all their statements together, so apparently it's Kent.

Guzman: Maybe you should double check that, just to make sure,

Lemon: | think, if | remember comectly, that was Kent's. Well, him not being here...misinformed.

Herbert: We need to put down what Board Member says at the beginning. | don’t know if the Trustees have always, |
think if we go back and look at the minutes, we're going to find that's not the...direct statements.

Cox: | have a problem with that work Trustees. Who is that?
Herbert: Well it's changed over the years.

Lemon: The Board members.

Cox: If it's the Board members then | don't feel like I...

Herbert: The comection there would be if it said, “Kent Sundberg said the Trustees”, that would probably clarify it.
Okay, if you can make that change too. If it's Kent put in his name, whoever it is attributed to, Sonya.

White: Okay.



Herbert: Another issue I've got, and | raised this last time, Shawn, again | can tell you if | was looking for legal there is
nobody other than Tex that | would want to have be on my team and you but it says, “Shawn, as legal council for
UACIM", and again | don't know, I've never understood that you are the legal council to the Insurance Mutual. |
understand your law training, you're an attomey, you've certainly been able to do this and view as attomey and legal
advise but | don't know that you are the Insurance Mutual's legal council. | don't think it is part of your job description.
| don't think that is what you were hired to do.

Guzman: Okay, and | did ask for clarification on that and | don't know if there are any minutes that reflect that when |
was hired and | was told that | was. But in any case, this must be referring to a comment about me. | don't think this is

a statement. Was this a statement that | made?

White: Would the Board feel more comfortable, | have the actual verbatim, would you rather adopt a verbatim copy of
the Audit Report instead of what is written on the minutes?

Herbert: Of the Audit Report?

White: Yes.

Herbert: No, | think they're fine, | just think they need to be clarified. If in fact, again | don't know what was said, but |
don't want is, Shawn is not our legal council, and...that statement in our minutes.

Lemon: Shawn, let me ask you. Didn't you say that as legal council for the Mutual, that is what | remember, as legal
council to the Mutual, or something to that affect, you were wondering whether or not there was a problem as far as
you giving about our fiduciary responsibilities or something to that.

Guzman: We're looking that up right now, | don't know if that was a comment | made or comment that someone else
made.

Olsen: We were talking about fiduciary relationship because it makes a difference and | even approached the problem
and Shawn would say that he made an investigation and that UAC, Brent Gardner, had a fiduciary responsibility, these
are my words, not Shawn's, to the Mutual Board. Now a fiduciary responsibility is a situation where you have a
confidential relationship. You see, what we have done here, is have Brent Gardner as the Director of the Mutual. UAC
employs Brent Gardner. So they are in a fiduciary responsibility in this respect, they do have a fiduciary responsibility
in this respect. We tum our money over to them, they spend it, we do not take care of the detail. So they have an
absolute responsibility to come back to us and be sure what we're doing and particularly in area where Brent would
have known or should have known that the Director's of this Board were regarding our annual budget as an annual
budget and not an annual contract. Because he could have come back to us and said, ‘well, you know, you've got a
contract with UAC that says if there is anything left in the budget is forfeited to UAC, don't you?' Then the difference
would have been, all we had to do was change our method in controlling the budget. But because none of us knew
about it we just didn't change our ways and we've got into the situation we're in.

Herbert: What does that have to do with him being legal council though? | mean, that seems like a fiduciary
responsibility is there, and Brent's not an attomey.

Olsen: There we are quibbling about something, he’s law trained and whether he's our legal council or whether he

brought up the point for us to consider so if you'd rather strike legal council and just say, ‘Shawn said’, it doesn't make
any difference. But the other difference it makes is that the fiduciary has the responsibility of bringing to us the plans.

McConkie: You are the fiduciary.

Olsen: No, we are to the members but we in tum appointed another fiduciary who ran the show. You see what |
mean?

Herbert: Well, again, | think we're going to get into that relationship here a little bit later as we go through this audit.

Olsen: It shifts the burden of obligation and can't handle...and also it shifts the responsibility...



Lemon: But Gary, | do think that has barring, | was there sitting as a member of the Audit Committee and when Shawn
says, ‘As legal council for the Mutual', it is hard for me, it becomes, | mean to me that was a problem. If | think he's the
legal council, does it create a conflict? So that's why...

Herbert: That's what Shawn said in our last meeting, in fact you'll find it if you go to the August 8 minutes, it's

mentioned again, and that's why it's an issue for me is that | think the fiduciary responsibility, at least it's heightened, |
guess, and | think some of the concem that Shawn has is that I'm put in a box here as your legal council of this

fiduciary responsibility.
Lemon: Didn't you feel that way? | mean, you felt like you were legal council, did you not?
Guzman: Yes.

Lemon: When you were meeting with as the Audit Committee you said, ‘as legal council, I'm struggling with a conflict
here'.

Guzman: And | can read you the verbatim.

Herbert: What do we need to do to change the minutes, because | don't think it reflects accurate. Now | don't believe
Shawn is legal council, personally, but Shawn may believe he's legal council. So if you said, ‘Shawn, who believes
he's legal council’, then I can accept that if Shawn has expressed that and that he thinks that he is, again | think he
misunderstands, then we'll...another time. But | don’t want to say Shawn, as if this body had said, ‘Shawn is'...
Lemon: | understand that now but certainly that has barring on our recommendations as the Audit Committee.

Herbert: So my recommendation would be that we change that to say, ‘Shawn, who has expressed his...that he is
legal council to UACIM', bacause | think that's where it's coming from is from Shawn. | know Brent wasn't there, they
got down here, | just need clarification, ‘Shawn explained he’s already discussed the Committee's recommendations
with Brent since he was not able to attend this meeting’. So what we're referring to there, | assume Shawn, is the five
recommendations up above?

Guzman: Yes.
Herbert: Those recommendations had been discussed with you Brent prior to this meeting, is that cormect?

Guzman: Yes and going back to that last one as | read it though, | don't believe | made the statement, ‘that is why the
Committee is recommending a more distinct clarification’. | think this is a paraphrase of what the Board was saying. |
don't think that | said that...

Herbert: ...in the meeting, how you said it.

Guzman: | don't want it to be attributed to me as saying that, ‘that is why the Committee is recommending a more
distinct clarification of the relationship’, because | didn't say that.

Herbert: | know | heard you say it, that you were legal council, that's why I'm raising that.

Guzman: I'm not talking about the legal council part but | was not the one that said, ‘that is why the Committee is
recommending a more distinct clarification’, | think that's a paraphrase of what was being said at the Board meeting.

Lemon: But it was the reason we were recommending that.

Guzman: | just don't want it to be, look like I'm saying this is the reason why the Committee is making this
recommendation because | wasn't making the presentation.

Herbert: Maybe, ‘as legal council’ ought to be struck out of there entirely.



Guzman: We could say...

Olsen: If the minutes need to be that we just talked about it and that was said.

Lemon: But it is because of the fact that he believes that he's legal council that we think there is a relationship
problem, it's not that...it was because of that we thought there was a conflict between, | mean, that there needed to be
a more distinct definition of his role as it related to the Mutual and UAC.

Olsen: It demonstrated the very problem we're concemed about.

Roundy: How about just putting a period behind ‘situation’ and striking, ‘and that is why'.

Herbert: What do you want to do for legal council? Again, | know that Shawn, questions asked before, he'd gone to

some other law firm and asked an opinion on fiduciary responsibility and it was kind of prompted because he
was...legal council, in his mind, for the Insurance Mutual. It does give us at least a little bit of an insight as far as

what's prompted some of the little nuances of where we're going.
Lemon: Ses, | don't think you can strike legal council from their because that's the reason for this recommendation.

Herbert: Rather than Shawn stating this, how about, ‘Shawn, who believes he is legal council’. | assume that the Audit
Committee said well we thought he believed he was legal council therefore we acted accordingly.

Roundy: | don't think there is any doubt but what Shawn believed that he was working under that assumption. Do you
agree Tex?

Olsen: | agree.

Herbert: Let's make that the modification. That probably helps to clarify, ‘who believed he is legal council’, ‘Shawn
believed he is legal council for the Insurance Mutual’. Okay, (tape ended), adjoum the meeting until July 18 and yet
there wasn't a meeting on July 18, was there?

McConkie: No, we set one in that meeting and there was a subsequent change.

Herbert: Okay, | just wanted to make sure. There is not any minute...

Lemon: The July 18 meeting becomes the August 8 meeting.

Herbert: Okay, with those changes, | would recommend, anything else that the Board has got. Anybody want to make
some addition changes, modifications, criticisms, concems, if not | will entertain a motion to approve the June 27
minutes as amended.

Olsen: I'd so move.

Herbert: Tex, any discussion, second.

Cox: I'll second.

Herbert: All right, keep awake now.

Cox: Second.

Herbert: Second.

Olsen: The Audit Committee is awake.



Herbert: All those in favor say, ‘aye’.

Aye.

Herbert: Opposed. Motion camies. | apologize for belaboring this issue. | know this is not usual for us. | think this is.
Okay, we are now at the August 8 minutes. You all should have copies of those.

Baker: On page three, number five, ‘This is a problem’. Seems to be a conclusion...be better.

Lemon: Now where's that at?
Baker: Page three, number 5, the last sentence. | don't know whose concem that is?

White: Tex is giving that report again.

Olsen: This was my report and specifically, this was the reason forit. We have office equipment that we have bought
as a Mutual. That does not show up on our inventory. Charge for office equipment and there isn't anything specific as
to ownership and that concemed me.

Baker: And if that's your statement it ought to be attributed to you.

Olsen: Well, | think, everything through, see...

Herbert: It starts out, ‘Tex Olsen, Chair of the Audit Committee, explained that each year'.
Olsen: And each of those items were part of my analysis of our problem,

Herbert: Let's just start at the top. There's a couple of things I've got. In the, we understand this is the Audit
Committee and the recommendations and the Audit Committee and maybe some things would be challenged. But the
last sentence in the first paragraph, the next to the last sentence in that first paragraph, it says, ‘...because of the close
relationships with no clear identification of expenditures, no clear identification of authority and..." what's that word

there Sonya, ‘conducts of creative accounting’.
White: I'm somy, | lost you. Page two?

Herbert: First paragraph page two go to the last line of the paragraph, it says ‘identification of authority and conducts’.
The sentence should read, ‘This is especially important in this day and age where problems in the private sector,
because of close relationships with no clear identification of expenditure, no clear identification of authority and
conducts of creative accounting.” Conduct? Is it conducive? Come conducive of creative accounting? | don't know if
we've got a work missing or what. Maybe my vocabulary isn't large enough. Can't figure out what that's saying. It's
like it should say, ‘smacks’ of creative accounting.

White: Lynn did | attach that verbatim to those August 847 It wouldn't have anything on the top it's just typed and who
said it.

Olsen: Now, this is the sentence we're talking about, ‘this is especially important in this day and age where problems
in the private sector, because of close relationships with no clear identification of expenditures...’ probably just add an
‘and’ ‘no clear identification of authority’. Well, probably what was said was ‘promotes creative accounting'.

Phillips: Well, there's been conducts of creative accounting with Enron and others in their conducts of creative
accounting. | think that's what Tex did say.

Olsen: Well, that's what | was talking about.

Herbert: So maybe it's just conduct, singular not conducts.



Guzman: Or you could put, this isn't, even though | think what Sonya tried to do, because these were important
minutes is get as much verbatim as she could but it doesn't have to be verbatim so if you want to put, ‘incidents of
creative accounting’ something along those lines bacause | don't think these are meant to be verbatim.

Herbert. | think you're right but we want to understand. So, does that make sense, Tex, that should say, no clear
identification of authority and incidents of creative accounting'?

Olsen: Well, what | really intended to say, ‘leads to creative accounting and is being reviewed'. What | was really
talking about was the private sector and the identifications and responsibility is not clear. So, then that would be
amended to, ‘clear identification of authority leads to creative accounting and is being reviewed' and | was talking about

the private sector.
Herbert: Page three.

Wall: Before you start other items, that last line in paragraph seven, '‘Under expenses, most of the line items are
straightforward and the actual expenditures appear to be shown but the following item...' should be following items.

Lemon: You know what, | don't know if you want to go back to this but | finally foundit. Let me just read this to you if it
will help clarify, it said, ‘of course we are in a climate’ this is Tex saying, ‘of course we are in a climate right now where
I've just been looking at a Kiplinger Letter that came out just yesterday where they are reviewing the problems in the
private sector because of close relationships and no clear identification of expenditures and no clear identification of
authority and in areas of creative accounting'.

Herbert: ‘areas’.

Lemon: ‘areas of creative accounting'.

Herbert: Should we go back and...'areas’ is that okay Tex?

Olsen: Uh huh.

McConkie: That verbiage that is mentioned in the second paragraph on page two, help me remember comectly
because | don't remember it this way. | note in a motion in which Shawn...'The first recommendation(s) was approved

at the June 27 Mutual Board meeting’, and it's got in parenthesis ‘(replacing Brent Gardner's signature)’. | don't
remember that motion was to do that it was to also add Shawn's authority to sign but not to replace, am | wrong?

Herbert: Actually | think the minutes will reflect that their recommendations were to 1a and 1b were in fact approved. |
think the recommendation of 1a was to take Brent's signature off of the account.

Guzman: And those are two different, just to clarify, those are two different accounts. That one is just the claims
check and if | remember comrectly what the Audit Committee said was, you see those claims going through because
you're the Director so you know what the claims amounts are. So that is just when MclLarens signs for our claims

checks, and said, you should be the one to sign those so that we can get those checks out and then the other one is
one where Brent Gardner's signature is still on, | believe, isn't it? Administrative expense checks? Which are all the

non-claim checks.

White: That is not my understanding.

Guzman: Well | have to go back and look.

Cox: We had those four recommendations from the Audit Committee, two of them we adopted.

Guzman: It is one of four individuals authorized to sign. Oh, are you saying the Board members and me?

White: Yes.
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Guzman: | just sign the signature cards.

Herbert: There was a recommendation given. The Audit Committee is actually following in some ways the
recommendation, | forget the name of the firm we had here a couple of years back kind of view how we're doing things
and the process and one of the recommendations, | think they were, give additional responsibilities to Shawn to
expedite checks.

McConkie: Well, | think that last sentence has to have one word added to that. The beginning of the sentence starts,
‘Shawn Guzman be one of the four individuals authorized..” says ‘one of the four individuals', suggesting no
replacement. Who's the other three?

White: The other three are Board members and | thought the Board would rather have more signatures on those
checks than staff.

McConkie: Then it goes on, ‘...administrative expense checks, the Director’, that should say Assistant Director
becauss in my recollection is that's what Shawn was hired as and | don't believe a promotion has taken place because
Brent is officially the Director of the Mutual.

Olsen: And that's what makes this close fiduciary relationship that we're talking about. Actually he is an employee of
UAC and actually instead of us saying we were stupid for not doing these things, UAC is actually in a position where
they have to prove to us for a...

Herbert: Again, | think that's another issue we're going to talk about. But the question is, this ought to reflact how
things are and not how they ought to be and so | guess the technical comection, what Commissioner McConkie is
saying is if the title of Shawn is Director so be it, if it's Assistant Director well then that's what ought to be reflected.

Lemon: Is that the title?

McConkie: That's what he was hired at. You go back in the prior minutes you're going to find that we as a Board
approved the hiring of an Assistant Director and Shawn was hired to fill that position.

Guzman: Now, see, and | haven't understood it either. | know that in looking at the minutes, the title for Brett was
changed to Director from Assistant Administrator; | believe it was, and Brent had said that you are the administrator,
right?

McConkie: ...we're going to hire you shows that we approved the hiring of an Assistant Director and your name are in
those minutes.

Guzman: Well, then we need to clarify that.
Herbert: Whatever he is, just a good guy.
McConkie: His is that.

Herbert: Whatever his title...if it's Assistant Director, so be it. Let's see, anything else on page two...whether in fact
there's a contract between the Insurance Mutual and UAC, on page three now, again this is a report that Brent actually
asked the questions and challenges some of the statements of the Audit Committee so | think that reflects accurately if
there was some differences of opinions to what's taking place here. | did want to go down to the first paragraph after
number eleven, ‘The 2000 reconciliation sheet that Brent has prepared shows an ending amount of $9,476. These
figures have been modified and are distorted from what the Committee identified at its May meeting. Discrepancies
have caried through to the UAC/UACIM Year End Reconciliation 2001 (see attachment #3) including an administrative
fee expense allocation..." so on and so on. Is that phrased correctly? We're making a statement here, ‘These figures
have been modified and are distorted.’

White: If I'm corect, | think it was Kent's statement, Lynn, if you can.
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Herbert: | would feel a lot more comfortable if you said it, ‘Kent stated that it was his belief..

White: I'll have to clarify that with what Lynn has.

Herbert: ‘Kent stated it was his belief, if that's in fact the case, ‘these figures have besn modified and are distorted
from what the Committee identified at its May mesting.’ | would feel more comfortable with that. Are you checking that

out for us then?

Lemon: I'm trying to find it.

Herbert: Let's assume that's the case and move on.

Gardner: Herbert?

Herbert: Yes.

Gardner: Can |, on number nine, just up above where you are.

Herbert: Debt reserve.

Gardner. Yeah. There is a sentenca about, ‘In the year 2000, the Mutual paid $5,634 and in 2001 the Mutual’s share
tripled. | thought, and again I'm just going from memory too, that that was clarified to indicate that in the two
comparisons that were being made there was a reverse of categories so that is why it tripled. | thought, if | remember
right, | clarified that when the concem was raised about the $5,634 tippling it was over those two sheets | had and |

had reversed a category.

Herbert: Unless the Audit Committee is willing to accept that change though, my belief is this is the Audit Committee’s
report, that's what they thought had happened, | would think that if there was a clarification it ought to be added down
in your comments of saying, ‘here is the reason why an explanation...| would think that would be more appropriate,

Brent, unless the Audit Committee feels differently.
Gardner. No, that's fine.
Olsen: Well, those were things the Audit Committee was calling your attention to.

Gardner: That's what | understand to.

Herbert: Again, Brent, if there is some...misunderstood here, and this is why it happened, that ought to be down in
your remarks below.  In fact, you do make a comment, your remarks start, Brent, right there at the last paragraph,
‘Brent’s first comment was that he was surprised that he had not been approached prior to this meeting.’ ...all these
questions.

Lemon: We were talking about the paragraph above that, or the last, can | just read what was said here and maybe we
can decide how you want to do it. This was Tex, ‘you see we don't know how they're carrying the budget in regards to
whether they are or aren't those items would come out of their payment to acquire a building and they would not come
out of...how you could assess the Mutual $17,000 because our share of the building is depreciating that is just not an
item, is not a cash expense item. So you see how our figures are getting a little distorted as you go to the year 2001
you have the same problems. The administrative fee instead of $5000 has multiplied to $15,000 and the rest of the
column I've named has pretty well carried up through the accounting but it shows you have a problem. So | guess
that's...

Herbert: That sounds way different to me than, ‘These figures have been modified and are distorted from what the
Committee identified at its May meeting. That is a lot more harsh.

White: Look down a little bit further under Kent.
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Herbert: | seem to recall Sonya said, | think Kent came in later on.

Lemon: Then we got, Gary, you speak, then Tex speaks again, then you speak and then we start with Brent, ‘I'd like to
respond’. Are you saying it's beyond that?

White: Yeah, he kind of went back and so go back, this is why it took me so long to get these minutes to you guys.
Herbert: Hey listen, you've done a mindful job for as long and lengthy...all these politicians talking.

White: But it seems like he had gone back to subject of the two different spreadsheets that were given...

Herbert: | remember Tex, Tex has always been good to say, you know, we just don't know that's why we need the
audit, we don't know whether this is UAC's money, whether Insurance Mutual's, research it, there’s questions that's
been raised, we've got some concems, | think that all is very legitimate. It's when we actually draw conclusions without
having all the facts, is what I'm a little concemed about or we seem to be making a, drawing a conclusions of whether
we approve these minutes that's maybe not wamranted. Keep looking Lynn, | think that was Kent that said it.
Rawlings: Brent Gardner asked me in that meeting to come as a UAC Audit Committee member.

Herbert: Do we not have a chair for you?

Rawlings: No.

Herbert: You're not a...member are you.

Rawlings: I'm somy.

Herbert: | didn't mean that you couldn't speak if you had a question.

Rawlings: | just wanted to say that | raised that question in that mesting about the...numbers and was responding back
to that the numbers were reversed.

White: That's comect.
Herbert: Okay.
Rawlings: That's all | wanted to say.

Herbert: | was thinking you were part of the Committee and why were you sitting back there because | remember you
sitting right here at the last meeting. Thank you for that, appreciate that.

Rawlings: | didn't know if it was in the minutes.

Herbert: I'm on page four now. Brent do you need to go through there for something...of your comments, you need to
bring it up now.

Gardner. Well, | don't see what Steve was...I've read them.

White: | think what | ended up doing is | just corrected it to show the comect amount on those items because they were
just transposed on the spreadsheet. So on the minutes, | refer to them as sither, it seems like it was the Building O&M
and, what did we call that other one...

Gardner. No it was the Debt Service Reserve and Repairs and Replacement Reserve that were transposed.

Herbert: Brent goes through and kind of gives his response. | had a concem and again we've already raised it, again
if you go down to the second paragraph on page four. It goes on, the second sentence, ‘As requested by the Mutual
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Board at its July 27 meeting, Shawn Guzman gave the Mutual Board a memorandum prepared by Craig Wentz,
Christensen & Jensen, relating to fiduciary duties (see attachment #4). The fiduciary duties of the Mutual Board can be
discussed at the next mesting but Shawn, as legal council to the Mutual Board of Trustees, stated that the analogy
given that the agreement between UAC and the Mutual is the same as a contract with a private entity is not a good one
baecause UAC controls the assets of the Mutual and therefore, has a fiduciary duty of candor and disclosure.’ Again it
goes back to what Lynn was talking about eariier that...part of the motivation for this concem on fiduciary aspects is the
belief that Shawn as legal council to the Insurance Mutual. | don't think, we're making a statement here, Shawn as
legal council that that is a given. | think that needs to be modified.

Phillips: But the rest of the statement would hold true.

Herbert: | think that there is a fiduciary responsibility is all around. Brent has a fiduciary responsibility to us.

Phillips: | think that is what he was lining out, what fiduciary responsibility is.

Herbert: | think Shawn had talked about the reason he went to Craig Wentz, Christensen & Jensen, is his belief as
legal council, he is put in a peculiar box and a heightened fiduciary responsibility situation. That is why this conflict that
Tex is talking about exists, at least part of it. I'm just saying, if you want to change, put that in to say, ‘Shawn, who
believes he's legal council’, I'll accept that. | wont, don't accept the fact that it is just a statement that Shawn is legal
council to the Mutual, because | mentioned it earlier, | don't believe it.

Lemon: We've already stated we say he is not legal council, but at that time.

Guzman: | don't think it changes the meaning of the sentence if you take out, ‘as legal council to the Insurance Mutual
Board of Trustees’.

Olsen: The opinion is the same whether we call it legal council.
Herbert: Let's just strike it out then.
Olsen: Let's comect it by, I'd make a motion that we appoint him as legal council.

Herbert: | rule the motion is out of order. So, but | will, if you want to modify the minutes to say that he believes he is
or strike it all together, ‘as legal council to the Mutual Board of Trustees'.

Lemon: The only problem | have in striking it all together is that | believe part of our conclusions and assumptions
were based on that.

Herbert: Then you ought to state that. The Audit Committee or who ever believes that. | was there and | don't...

Lemon: No, I'm not saying, I'm just saying that we made decisions, we made recommendations based on the fact that
we thought he was our legal council. Now if he's not our legal council...

Herbert: Who is ‘we'?
Lemon: The Audit Committee and again if that is what we determined, | heard the discussion at the last meeting that
Shawn is not our legal council, he has never baen appointed as our legal council, so | don’t have a problem with that.

All I'm saying is the reason | have a problem with you striking it is because we were making assumptions, we were
making decisions with the assumption that he was our legal counil.

Herbert: | don't think we ought to have it stricken either | just want it clarified the things that I'm saying. If you want to
state that either Shawn believes it or the Audit Committee believed.

Lemon: | think the Audit Committes believed.
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Herbert: ‘Shawn, who the Audit Committee believed was legal council, believed at the time was legal council’, let's put
that in. “‘Who believed at the time he was legal council of the Insurance Mutual’. That would be my recommendation to
make that modification. Is that okay, is that okay, Tex.

Olsen: | don’t have any problem with it.
Herbert: Well we'll talk about this...

McConkie: Waell, | think you're right and that is exactly the money, the comments that were made were because you
were under that assumption.

Lemon: It's true.

Cox: But as a Board Member, Gary, being on this Board for just a short time, I've heard that statement many times
and | thought, had been under any other interpretation of it, that Shawn wasn't our legal council. It has never been
explained to me as a Board Member. Is he orisn't he? So | have been under the assumption ever since I've been on
the Board, because it has been mentioned many times that | can think of, | don’t know if he is or isn't but it needs to be
clarified.

Olsen: It happens that Shawn is a lawyer and he expressed an opinion and he thought he had a further obligation to
us because of his situation so he said that | did do a little more research because of that background and his research
brought him this information and then he brought it on the Board and to the Audit Committee.

Lemon: | can't be certain of this either but | think, prior to the Audit Committee, | did hear Shawn say from time to time,
as legal council for the Insurance Mutual, I've heard that in our Board meetings.

Herbert: | am prepared to say that Shawn has believed that, probably used the phrase. | can tell you, I've been here
longer than anybody, | feel so old, and | can't remember everything that's happened, my gosh, | bet we've gone
through more research on minutes in the last month since I've been on the Board and | can't remember a lot of stuff. |
go back to refresh my memory and read the minutes and that's why minutes are important. How things have evolved
to where there are | think we've all felt pretty good until recently and all of a sudden we've got a problem, which is
legitimate, it has got to be addressed. The fact that anybodies memory is a little foggy doesn't surprise me at all
because I've probably got the foggiest brain of anybody and we've had a meseting once a month, you think about it,
since 1992. I've been on the Board since 1994 and virtually meeting every month and all the things we talk about,
good grief, it all runs together. Anyway, let me explain, my belief is that there are no bad people here. All this is
legitimate stuff, there is no boogieman, there is nobody bad and we're just trying to make sure the management of the
Mutual is proper.

Cox: | had something in the second to the last paragraph, this might have been said, | don't know, ‘By reviewing Mr.
Wenlz's memo and then reading the original motion of the Mutual Board of Trustees at its October 26, 2000 meeting,

in the beginning of the process of the new agreement, it reads any positive balance at the end of each year will be
reimbursed...' but part of the problem | have with this, ‘retroactive to the inception of the Mutuaf.

Herbert: | think that was the original motion. UAC ended up no agresing to that. There were subsequent negotiations
but the ultimate came up to year 2000 agresment, so called, where we actually targeted within 75 hundred dollars no
reconciliation needs to be down. If you're outside the 75 hundred dollars, either way, there has to be a reconciliation
done.

McConkie: Someone clarify the next sentence, Commissioner, after going back and forth, they finally agreed, it's in the
next sentence.

Cox: Yeah, | did that but this first one said, ‘to the inception’ that would be 1992,
Lemon: The original motion in 2000 did say that, did it not?

Cox: The contract doesn't indicate that at all.
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Herbert: | did say that, | remember now and | think Danny actually made the motion.

McConkie: It wasn't me, it was San Juan County, Ty Lewis, | think Ty and | did make the motion, one of us made it,
one of us secondad it, there were two motions in there and I'm pretty sure Ty and | were the guys. But the agreement
didn't end up being that between the two organizations.

Herbert: Wall, | think we'll get into that. Anything else on page four? Page five (tape ended).
Olsen: | wanted the money to come back to the Mutual.

Herbert: Well, if the administrator of those funds saves money he', so we just need to clarify, does that mean the
Insurance Mutual you've got there or is that UAC.

Olsen: It should be UAC because any forfeiture of funds is UAC, so that is the meaning.
Herbert: So what we ought to say is that, ‘He was never concemed that the budget was considered to be a contract

with UAC and if the administrator of those funds saves money UAC can keep it. Would that clarify what your intent
was there as opposed to ‘'he’ as if there is soms individual here that maybe has the ability to keep and slush funds.

Olsen: And that was an interpretation that never entered my head, yeah, that's what | was thinking.
Herbert: | was positive that's what you meant. The sentence I'm looking at is, ‘Kent Sunderg stated that the original
agreement was silent about the reimbursement’, | think we can all agree fo that. He goes on to say, and | guess as

long as it's his opinion, *...the Mutual Board has always been told that the administrative budget was actual expenses
and not arms length transactions.! I'm not really absolutely positive | understand, you'll have to clarify what this ‘arms

length transaction’ means.

Olsen: Well the distinction is if you're dealing with confidential...you fiscal officer who runs the show for you or if you're
dealing with your attomey or with your real-estate broker it means...

Herbert: The fact that Brent has two hats makes it not, it can't be, as long a Brent wears two hats, it can't be an ams
length transaction.

Olsen: That just can't be.
Herbert: | don't understand how that fits in with Kent's statement, ...the Mutual Board has always been told that the

administrative budget was actual expenses and not amms length transactions.' | mean, it's a given. We have a
relationship that doesn't as long as we have Brent wearing two hats, which he has been directed to do, by the way, can

we ever have an ams length transaction.

Olsen: Itis just where it leads us.

Herbert: | just don't know, if he stated it so leave it in there, but | just don't know the germane.
Olsen: ...the minutes wers, we better just leave it.

Herbert: | agres, | shouldn't have brought it up, | apologize. There is a statement those, *...the Mutual Board has never
been told there was a surplus’, actually it could end up being the crutch of the problem because we're having an audit,
there is a question, is there a surplus.

Lemon: We know that statement is not cormect but that was what was said.
Baker: The think the sentence that starts, ‘All of a sudden...'

Herbert: Where you at?
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Baker: Just a little further down than you were. ‘In reviewing the reconciliation spreadsheets prepared and presented
by Brent..." ‘All of a sudden’. So here it says, ‘The Audit Committee was shocked...' and then it talks about, ‘In
reviewing the reconciliation spreadsheets...’, then it goes to ‘All of a sudden the 2000 surplus of revenues over
expenses that was $94,000 has shrunk to $9,000 and in 2001 the excess revenues over expenses that was $54,000 is
now a minus $40,000. This type of creative accounting does not commend much confidence in UAC and the money
should be retumed to the Mutual.’ | think if somebody said those their name ought to be there.

Lemon: Kent said that, | just read that right out of the verbatim.

Herbert: Kent needs to be here. That's a good point. Let's put ‘Kent Sundberg stated. | think we've had clarification
already on this, Sonya, just down there about six or seven lines, says, ‘She has detailed spreadsheets with supporting
documentation on a cash basis for the administrative budget that calculates to the accumulation of the $457,000 fund’,
that is what | think you referencing what you told us eariier, that's how Larson & Company got the information. Again,
so we understand that is how...| don't think we need to change the wording here.

Baker: There on the twelfth line, ‘The large amount of $457,000 surprised many of the mutual Board'.

Herbert: Yes.

Baker. Seems to be an editorial comment. Is it attributable to someone?

White: I'm soiry, where are you looking.

Herbert: On the right-hand side about halfway down, start on the right side, ‘The large amount of $457,000 surprised
many of the mutual Board'.

Olsen: Well | guess the Audit Committee was surprised, that's three of the members.

Lemon: | do think there is a statement in here to that effect but 'm trying to find it.

Herbert: | clearly recall somebody stating this.

White: That's your statement, Gary.

Herbert: When the $457,000 was brought to my attention it surprised me too.

Phillips: You say that was Gary's statement? That's your statement.

White: That is a continuation of his up here, | mean | could be wrong, but look at the verbatim.

Guzman: So these minutes, today’s minutes should say, Gary was surprised to hear that he made the statement...
White: That he was surprised.

Herbert: It did come as a surprisa so don't get too excited. Is there a statement, | think | might have said it.

Olsen: The statement was made by several, this surprises me or | was surprised to leam. Gary made it specifically
and | think each member of the Audit Committee made some statement along that line.

Herbert: Even if you attribute my name to it or a number of us said. It's a statement of opinion... Thatis all | have on
that. With those modifications, the only one we still have up in the air is that one statement that we think Kent said it
but we don't seem to have it written down.

Lemon: | cannot find that. | can't find anything where he's talking about that...
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White: | could modfy it to what Tex had said then.

Lemon: | can't find him talking about that...

Herbert: If you can't find it to verify then we ought to say, ‘some Board member said’.

White: | could modify it to what Lynn read of Tex's statement that went along those lines.
Herbert: But the intent is way different than what Tex had said though, maybe just take it out.

Guzman: If | may, | did find in the minutes from May of 2000 where | was recommended by Brent to be hired as the
Director and the motion was made to hire me as Director and passed. So the title that was given, at that meeting, was

Director.

Herbert: ...because we posted the agenda | think we referred to you as Director and it's just, | think if we look at the
actual legalese of the job description what we hired you for | think your official titte and application was probably

Administrative...anyway, whatever you are you are and...
Guzman: That means that only for the purpose of the minutes because it was suggested that maybe we needed to
change the title in here but that's...so, we'll leave the title, when it refers to me as Director on these minutes we leave it

as Director, is that what the Board...
Wall: It shows Brent, Executive Director and Shawn as Director on all these minutes...

Lemon: | did find in here where Kent said, ‘we are frankly shocked that there was a $457,000 surplus’.

Baker: | think it ought to be attributed to him.

Herbert: I've got here in my hand, it's called, UACIM Assistant Administrator, what | think your official title is, ‘Purpose,
the Assistant Administrator will supervise the day to day operation of the Utah Association of Counties Insurance
Mutual (UACIM) and work under the general supervision of the UAC Executive Director. The Assistant Administrator
will be responsible for informing the Executive Director and the UACIM Board of Directors (Board) of the programs,
activities, deficiencies’ and so on and so on. So my belief is your official title is UACIM Assistant Administrator. What
we've called you is Director because we've always assumed you are the guy running the show of the Insurance Mutual
but | think that we also understand the you serve under Brent Gardner as part of the discussion...but if we're talking
about official title it is UACIM Assistant Administrator. Sonya are you clear in your mind what we are doing on that one
statement.

White: No I'm not.
Herbert: We're going have to back up...

Olsen: | think the statement ought to be left in because that specific statement that is attributed, because | really
believe saveral of the directors acknowledged one way or another that they were just surprised at the figure that we're

talking about.
Herbert: No, that's not the one I'm talking about.

Lemon: You're talking about the *...2000 reconciliation sheet that Brent has prepared shows an ending amount of
$9,467. These figures have been modified and are distorted from what the Committee identified at its May meeing.’

Herbert: That's the statement ...

Lemon: | can't find it anywhere in here.

Herbert: You can't find it, if there's no backup for it then that ought to be taken out, where it says, ‘These figure have
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Lemon: It could be here.

White: It's in there, probably what | did is compile a couple of different statements.

Herbert: Here's what | recommend the motion, adopt the minutes as modified and in that particular incidence, if you
can find it and it's attributable to Kent Sundberg and Kent Sundberg stated his opinion should be added, but if you can't
find it let's just strike it because | don't think that is what Tex said.

Lemon: Do you think, Sonya, did someone say, ‘These figures have been modified and are distorted from what the
Committee identified at its May meeting'?

White: [ recall that Kent said that somewhere in there,

Herbert: | remember him saying something; | thought he was a little bit harsh.

Lemon: I've looked under all the ones that have his name and | can't ses it.

Herbert: Before the days out, Sonya will have a chance, maybe, to look at that. Again, my recommendation is to
adopt everything that has been modified with the exception of that one and the recommendation is that if she can find it
and has got backup for it that Kent stated that that she will add in there Kent Sundberg stated it is his opinion, if not
strike the sentence.

Tex: | would make that motion.

Herbert: Alright, Commissioner, there's a motion. |s there a second?

Baker: I'll sacond that.

Herbert: Steve Baker. Discussion. All those in favor say ‘aye’.

Aye.

Herbert: Motion carmies. Okay, we're down to the last one. The first page, page two, is everything okay, yup, no
clarification.

Cox: On page two, Gary, at the very bottom, | think the statement is there and it's true but it says, ‘Brent Gardner has
been doing a good job for the Mutual but his responsibility lies with UAC'.

Herbert: | think that's probably the facts of the matter. Brent Gardner has been doing a good job for the Mutual’ but |
think the statement was made, at least the Audit Committee feels like his allegiance is to UAC first.

Cox: [ agree, I'm just clarifying in my opinion that his alliance is really to both.

Herbert. | think you are right, LaVar. Again, is that the right statement there, Tex, does that represent accurately,
‘Brent Gardner has been doing a good job for the Mutual but his responsibility lies with UAC' or do you believe his

priority?
Olsen: Well, maybe | should use the word allegiance is with UAC.
Herbert: Primary allegiance.

Olsen: And it has to be because they're his employer and the agreement is through UAC and he's the Director of the
Mutual,
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Herbert: | think, again, we know that's why we're having the discussion...points all taken, whether you feel like you
should make any modification to that statement we can...

Olsen: Well, LaVar do you think | should have used a different word than responsibilities?

Herbert: It's like you are saying his responsibility has to be with UAC opposed to he has Mutual responsibility.
Phillips: Primary responsibility.

Several talking at oncs.

Lemon: Sometimes we hate to read what we said.

Cox: Tex his primary responsibility would be to UAC but he would still have a responsibility to UACIM instead of would
be through Shawn, you know what | mean? He's delegated responsibility as part of that responsibility to Shawn. So |
look at the statement, he still has responsibility to overlook certain situations of the Mutual. | don't know if it needs to

be comected I'm just saying that | feel like he is camying responsibilities to both organizations.

Herbert: It's actually kind of implying that because, Tex mentioned, he...Insurance Mutual so it is a conflict it is the fact
that he's wearing two hats that's the issue.

Olsen: The problem is that on the one hand this contract to give services are a fee to the other party so he is
performing the services and then determining the contract or lack of contract that is the first conduct between us and

really places...spot.

Herbert: Unless there is...the only question | really have on this one is the approval of the 2003 General Budget. Kent
Sundberg made a motion and we made some modifications as we caught the end of our meeting in modifying that
budget. As | recall in the discussion, | haven't talked to Brent or anybody about this but as | was reviewing these
minutes, | know there was some discussion back and forth that Brent had come in, we had been in a closed session,
had some discussion, we made some modifications to the budget or talked about making some modifications to the
budget, came out of closed session, Kent made the motion, Brent then made some clarification that we haven't taken
this into account and we actually made some changes although what Kent originally made his motion to. | just want to
make sure whatever we got down here we're approving is really what we finally motioned, seconded and approved the

numbers are right, and | don’t know, Sonya?
Cox: We changed that right on that budget. | don’t have it with me but | know we made some modifications to it.

Herbert: So, keep looking Brent, is this...

Gardner: | think the question was relating to the Building Debt Services. | can't remember what Kent had originally
had, $28,000 or something, and | indicated to him that that was not a complete number and he came back and said we
picked up something different. | think the $87,000 is right.

Herbert: Okay, if everybody feels like he's under the right, Sonya and Brent, anybody else that can remember that
discussion. | just want to make sure that is comect. Okay, well that's all I've got if there's anything else? Speak now
or forever hold your peace. | can't wait to see these minutes, Sonya.

White: | sit through this meeting once, it's hard to go back and listen to those tapes.

Herbert: It's like going through three meeting again. It's like watching a John Wayne movie again and again. If you
ever get tired of it... We need a motion to approve the minutes of August the 28 as modified...we didn't modify it did

we?

Norman: Nope, we didn't modify them.
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Herbert: We didn't, we just had some discussion on clarification. Let stand. Who made the motion? Royal and Kay
seconded it, discussion, all in favor say ‘aye’.

Aye.

Herbert: Let me just say, we are going fo go into the Audit Report and for the sake of time we wont take a break but
we will let you, if you need to, walk around, get juice, we just don’t have a lot of time today and if you need to take a
break, just do it. We're going to keep pushing on.

Guzman: Do you want to skip the Broker Report and we'll put it at the end and we'll get the important things first—no
offense John.

Herbert: We're going to go right to the audit. We're going to handle the things which are most important today and
make sure that gets done and if anything else gets done, great. Okay, skip over the Broker Report without objection.

Lemon: So did we approve the August 28 minutes without comection?

Herbert: Yes, we had some discussion on clarification and elected to stand as written. The Audit Report. Now let me
just again set this up. We've got, this has been a little more tricky than what we originally thought as we did this, but as
I've stated, my position at least is we are going to do it right first and we'll do it quick second. It's too important, there
are too many issues on the table here and our relationship with UAC and the Insurance Mutual obviously all of us want
to make sure we preserve that, make sure we not cause something that is going to be to our own detriment as an
Insurance Mutual Board of Trustees. So what |'ve asked to do, is Robison Hill is the auditing firm, accounting firm for
the Utah Association of Counties has been cooperating and helping with this. It has taken a little longer than what we
originally thought and has put Larson and Company at a little bit of a deficit as far as time wise in order to get their
report ready today but they are both prepared. So what | would like to do is have Robison Hill go through their part,
their presentation, I've talked to Larson and Company and they agree this is the best way to do this, they'll tell what
they've done in their auditing of this stuff and what they've given to Larson and Company and we'll let Larson and
Company give us their report, as a Board we have authorized them to do, and to whatever extent they have been able
to complete it. | don't know exactly where it's at and we'll let you make those... so if you'll do that.

Gardner: I'm handing out copies of what Larson, e, Robison Hill has put together. They've prepared financial
information relating to the costs associated with the UACIM Insurance Mutual Transaction Fund. In order to do that,
they had to pull expenses from a variety of other places in UAC's financial statements. UAC, for management reasons
and other reasons, has not allocated all of the costs to the Insurance Mutual Transaction Fund. So in order to make
sure that this Board has a complete understanding of what those costs were they need to go back and prepare this
cost allocation report and so in order to try and give Larson and Company something to work off of we went to them
and asked them to prepare it. So you have a copy of it now, it covers the year 2001 and so all tum the time over to
Dale Westenskow.

Herbert: Just so you know, we talked about this last time too, we went to the UAC Executive Committee to get
authorizationfpermission for them to do anything and everything that needs to be done, frankly it's been authorized to
give Larson and Company so, with that, we'll tum some time...

Waestenskow: |s it okay if | come forward.
Herbert: ...come to the spot tell us your name.

Westenskow: My name is Dale Westenskow, |'m a partner of Robison Hill and Company, accompanied with me is Ken
Mackay and Greg Poulson that have been involved in the monthly accounting and also the year-end audit report as
well as doing the majority of work on this engagement. We have performed an engagement based upon agreed upon
procedures. I'll avoid using the term ‘audit’ because in the accounting world the term ‘audit’ is doing a financial audit
with supporting footnotes conducted in accordance with standards established by the American Institute of Certified
Public Accountants and generally accepted accounting practices. This report has been prepared based upon other
procedures, agreed upon procedures as to what we would do. It is not an audit report with a balance sheet and
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income statement with and supporting footnotes with an auditor's opinion as you normally see your annual financial
audit. So | use the term ‘agreed upon proceduras’ report.

Olsen: That conveys to me that the idea that there was some agreement or some direction that you recsived in
prorating these expenses and you talk about agreed upon procedures, where was the source of that agresment?

Waestenskow: That | will be addressing here in just a moment and if | might, Chairman, could | suggest making notes
of questions and allow me to do the presentation and then come back and address each question for each of the areas

to maintain continuity.
Herbert: So moved.

Westenskow: Again, the underlying reason this, we were asked to do this, was it appears that initially all parties
concemed, interpreted the agresment between UAC and UACIM as an administrative fee arrangement as both parties
in their accounting records, audit reports refemed to it as administrative fees. Itis now our understanding that this has
come into question as to whether it was just a fee amangement or not, therefore, we've been asked to prepare this
report to identify direct and indirect costs should be allocated to UACIM as parties who benefited from those costs. Let
me turn to the report. Now if you tum to the first page that has our letterhead, the agreed upon, okay, Commissioner,
you inquired as to where these agreed upon procedures came from, that is addressing in the first part of that first
paragraph. ‘We have performed procedures enumerated below, which were agreed to by the Executive Committes
and Management of Utah Association of Counties {UAC), solely to assist in analyzing UAC's financial records and
preparing schedules with supporting documentation showing the cost that should be reasonably allocated to Utah
Association of Counties Insurance Mutual (UACIM) for the year ended December 31, 2001." If you go down to the first
listing that says, ‘Agreed-upon procedures’ this is a general outline of what those procedures were that were agreed
upon in our engagement letter, that we were to, ‘analyze UAC's financial statements to determine direct costs that
were attributable to UACIM, number two, to analyze financial records to determine the amount of any indirect costs that
should be allocated to UACIM, to interview management and other personnel to identify and account for all direct
expenses, shared costs and services, number four, identify and summarize supporting documentation that may be
available upon request for third party review, number five, propose a reasonable basis of allocation that me be applied
to future and prior years’. The next section is a recap stating that, ‘we obtained from UAC the following information to
assist in performing the agreed-upon procedures, number one, the general ledger for the year ending December 31,
2001, number two, descriptions and allocation basis of general ledger accounts, number three, payroll records for the
year ending December 31, 2001, job descriptions and estimation of time spent performing services for UACIM, number
five, schedules and calculations of reserve accounts’. The next category, the ‘Summary of our Conclusions' and
following that I'll be going through the detail to support these conclusions. Number one, ‘Utah Association of Counties
monthly compilation report contains numerous funds that provide management with certain information to assist in the
decision making process. As a result of this, not all expense for one fund are included in that fund, as they may have
been recorded to additional funds. An example of this is McLarens portion of the building usage’. Number two, ‘Utah
Association of Counties allocated a number of expense categories based upon percentage of usage. Items such as
certain salaries were not allocated to each fund’. Number three, ‘UACIM fund balance for the compilation report shows
a year to date net excess of $54,215.64. Upon consolidating all expenses that are associated with UACIM together
with those included in the compilation report the result is a net deficit of $34,976.52 for the year. In addition to this net
deficit the UAC board of directors has required that both UAC and UACIM accumulate additional building reserves of
which UACIM share is $22,894. When this is combined with the net deficit, it results in a total deficit of $57,870.52".
The following exhibits are attached, the majority of my time will be referring to exhibit one and two, exhibits three
through six are also enclosed for your reference. If we could, | would like to tum to the first exhibit.

Herbert: There's a statement...are you going to talk about the last paragraph?

Waestenskow: ‘We were not engaged’, this leads to what | was talking about before, what a real audit, the term audit
means regarding formal financial statements, ‘We were not engaged to, and did not, perform an audit, the objective of
which would be the expression of an opinion on the specified elements, accounts, or items. Accordingly, we do not
express such an opinion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you'. Exhibit one. This is a schedule that is consolidating from the beginning point to
the ending point. If | might, | would like to explain what each of the columns mean. The first column is account number
these are references, these are the general ledger account numbers used by Utah Association of Counties as it relates
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to the UACIM fund. The second column is a description of the revenue and expense accounts show in that fund. The
third column is a recap of the compilation amounts that result in the current years compilation fund report showing an
excess of revenues over expenditures totaling $54,215.64. The next column are accrual adjustments that are made at
year-end that reverse out the prior year accounts payable and record the cument years accounts payable. The next
column is totaling those two columns together. The next column is taking McLarens out of the special project fund and
adding it to the UACIM information. The next column is an adjusted balance with those in there being consolidated.
The next column fitled indirect or other costs, these are items that have not been allocated specifically to either
UACIM's fund in the compilation reports that you receive monthly or in McLarens. The final column is consolidating all
those number together. You will not that there are a lot of footnotes off to the right hand side of either the beginning
balances or adjustments to follow, so I'm going to ask you to keep one finger on this page and then tum, beginning
with exhibit two, these are the footnotes that are out to the side of the numbers in the first column that have numbers.
They are an explanation of where these numbers came from or the philosaphy followed in allocating certain expenses
to UACIM's fund in that original compilation report. I'm just going to go through and read those in exhibit two as you
refer back and forth to the numbered schedule. Item (a), ‘Management fees paid by UACIM to UAC'. Letter (b),
‘Interest on Public Treasurers Investment Fund that have been allocated to this fund’. (c) ‘Monies transfemed in from
the property and equipment fund as a result of an automobile sale’. (d) ‘Salaries of Shawn Guzman, Mark Brady and
70% of Sonya White's salary’. (e) ‘Insurance Mutual loss control training’. (f) ‘Management Fee for UAC to allow for
additional expenses not detailed’. (g) * Accounting and auditing fees attributable to the fund'. | have a slight commection
here, upon interview, the information that was discussed was that this was a nine percent allocation, as we look at the
total accounting cost, 11% was allocated, it was my belief that at one time there were nine funds that were being
managed by UAC and at that time 1/9 would be allocated and carried forward even though, since that time, a couple of
additional funds have been added and now, so instead of being nine percent, eleven percent should be there and I'l
discuss the impact on that, well, the impact on that is a reduction in the expenses totaling about three hundred and
nineteen dollars. (h) ‘Automobile expenses incurred for the use and maintenance of two vehicles’. (i) ‘UACIM's portion
of the preliminary Management Assessment study that was initiated’. (j) 'direct meeting expenses for UACIM board
meetings’. (k) ‘40% of monthly Intemet services, computer services and direct portion of computer repairs’. (I) ‘Staff
expenses for UACIM's staff. (m) ‘UACIM's portion of the interest payments on the building calculated at 28.5% of the
total’. (n) UACIM's portion of the building landscaping, upkeep, repairs and maintenance these are calculated at 30%
of the total’. (o) ‘40% of telephone services and long distance conference calls are directly allocated". (p) ‘40% of
postage and direct allocation of all federal express and ovemight packages'. (q) ‘40% of all office supplies'. (r) '40% of
copier maintenance agreements’. (s) ‘Retirement benefits for Shawn Guzman, Mark Brady and 70% for Sonya White'.
(t) ‘FICA taxes for Shawn Guzman, Mark Brady and 70% for Sonya White'. (u) ‘Medical insurance for Shawn Guzman,
Mark Brady and 70% for Sonya White'. (v) ‘40% of package insurance policy that covers the building, disability and
fiduciary insurance as well as workers compensation insurance’. (w) ‘Direct allocation of dues and subscriptions for
magazines, publications and associations’. (x) ‘Direct allocation of printing services'. (y) ‘Expenditures for new
vehicles and equipment transfered to property and equipment fund’. (z) ‘UACIM's portion of the principal payments on
the building calculated at 28.5% of the total'. There was one other line item that had a seventy-dollar balance. We ran
out of letters but it was an American Express charge allocated directly to UACIM. That very final line item. Again, that
column totals or nets an excess of revenues over expenses of $54,215.64. When that is added to the beginning cash
balance that is shown on the monthly compilation report the beginning balance was approximately $405,000 that
increased that balance to the $458,000 that is in question.

Herbert: One question, why is it 28% to UACIM's portion of the interest payments and then it's 40% on everything
else?

Westenskow: Well, it is mainly because of the separation of McLarens being handled separately in some cases.
Lemon: So if you add McLarens and the Mutual would they be...
Herbert: | always that the Mutual had 40% interest here...

Wastenskow: Maybe | ought to defer to Brent on these because these are the allocation that were recorded and
allocated by staff of UAC.
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Gardner: So they were actually a 30 and 20. UACIM was 30, McLarens was a 20. When UAC picked up two new
employees and put them into a couple of the offices that increased UAC's share of building and that reduced 30 down
28.5 and 20 down to 18.5.

Olsen: Now, space in the building is rented. Is that space used by UAC or since we jointly own the building is a
percentage of that space and rental income come back to the Mutual as well as UAC, is that divided?

Gardner: I'm not sure about your question of what's being rented. The only thing being rented is what UAC has, what
UACIM has, MCAT has one office and McLarens has two offices and a workroom but they were to be combined with

UACIM in 2001.
Olsen: | see, that pretty well answers my question.
Gardner: We've allocated it on an estimate of those...usage.

Westenskow: Going to the next, | refer to them as notes but they are explanatory sections to the references. The next
section addresses adjusting the financial statements as a whole to an accrual basis and these were the transactions
that the first part of the following year that were deemed to be part of accounts payable and thersfore recorded on
accounts payable in the previous years, reversed out on accounts payable. The combined net affect of reversing out
the prior year accruals and recording the cument year accruals is only $655.48 so that reduced the net excess to
$53,560.16. About midway down the page McLarens portion of expenses not included in the UACIM fund, there is a
whole separate column now back on our schedule of numbers. There are three numbers included in that column and
they are referenced as follows, there is (ac) which is ‘McLarens portion of interest payments on the building calculated
at 18.5% of the total'. (ad) ‘McLarens portion of the buildings landscaping, upkeep, repairs and maintenance
calculated at 20% of the total’. (ae) "McLarens portion of the principal payments on the building calculated at 18.5% of
the total’. These total $44,414.30 of additional expenses. When that is consolidated with the previous $53,560.16 by
the addition of McLarens alone it reduces the excess of revenues over expenses to be $9,145.86. The indirect or other
expenses have been calculated as follows, and again I'm going down line item by line item. The first one that had an
adjustment is interest income it is labeled (ba) ‘The interest from the Public Treasurers Investment Fund (PTIF) has
been calculated based upon approximately $458,000 in investments. Based upon UAC's representations and this
analysis it appears that monies received from UACIM for management fees are expensed fully in the year that it is
received. It has been assumed that the management fee has been received on the first day of each quarter and has
been fully expensed by the end of the quarter’. Just as it appears it has happened looking at the year as a whole.

Olsen: Now, | don't understand what you are telling us there. In your analysis you run the management fee that we
pay UAC as just an additional expense to UAC and we aren't getting credit in the total picture your painting? That is

just an expense item?
Westenskow: The management fee you are paying to UAC?

Olsen: Yes. What | am talking about specifically in the way the accounting is broken out we have budget one of the
items in our budget was management fee, $5,000 or $10,000 whatever it was.

Waestenskow: Correct.
Olsen: How do you handle that in this accounting?

Westenskow: We will get to that shortly, Sir. That's the third item in this section. Again, based on this analysis looking
at it for a year it appears that UAC has fully expended all of the fees paid to them from UACIM for their services and so
in order to re-characterize under those observations, what should be the interest income calculated, comect interest
income calculated for the UACIM fund. We are applying the same analogy on a quarter-by-quarter basis. UACIM
pays UAC quarter, these management fees, we're assuming they were paid on the first day of the month and they
were fully expended by the last day of the month. Therefore calculating an average cash balance to calculate the
interest that would be allocable. This is also assuming that prior year have also been fully expended by the end of the
year and therefore there is not a camy-over cash balance to apply interest to. We can come back and discuss that
more towards the end after | do the presentation if somebody would like. Anyway, we calculate the quarterly
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management fee is $111,703.75 if it is fully expended by the end of the quarter, the average cash balancs is
$55,851.88. The average interest rate paid by PTIF has been 2.552 percent for the year 2001, therefors, the interest
on that average cash balance would calculate to $1,425.34. Thus requiring an adjustment to the amount reported on
the compilation report of $18,584.89. The second item that has an adjustment titled (bb) ‘Indirect salaries have been
calculated for the following individuals based upon representations made to us through interviews with UAC personne!'.
These are salaries that were not directly allocated to UACIM's fund in that first column. ‘Brent Gardner, UACIM
Administrator (UAC Executive Director)’, general descriptions of his duties ‘attend UACIM Board of Trustees Mestings,
oversight and supervision of staff services provided to UACIM, property management, trouble shoot county problems,
lobbying. Brent estimates that he spends 16.5% of his time in performing these activities for UACIM'. That 16.5% has
been allocated to the following four categories and result in these numbers, salary $19,798, payroll taxes $1,110,
related health insurance for Brent $1,686, retirement (9.26%) $1,833. Moving on to the next employes, ‘Jean Evans, in
an interview, Jean estimates that approximately $20% of her time is working with UACIM doing the following tasks, bi-
monthly payroll, cafeteria plan, retirement, vacation and sick leave calculations and reconciliations, bookkesping
services and maintenance of related files, reconciliations and deposits, personnel services, accounts payable and
check requests, telephone services'. Basad on this representation, the expenses allocated to UACIM fund for salary is
$9,027, payroll taxes $691, health insurance $2,044 and retirement (9.26%) $836. Next employee. If | mispronounce
this excuse me, ‘Lisa Kalantzes, Lisa is no longer with UAC so an interview was performed with Doug Perry who took
over her duties. Doug estimated that the following time in planning, preparation and promoting the UAC/UACIM two
annual meetings' for the ‘month of July/December 10%, August/January 25%, September/February 35%,
October/March 50%, November/April 50%. It has been estimated that UACIM accounts for approximately 20% of the
annual meetings agenda, therefore, 20% of Lisa's time in preparing for these meetings is indirectly attributable to
UACIM. Lisa eamed $3,953 per month during 2001 of which the following amounts are attributable to UACIM'. Using
the percentages above, ‘July/December $158, August/January $395, September/February $553, October/March $791,
November/April $791, totaling $2,688' of ‘salary’ to be allocated to UACIM. Related ‘payroll taxes $206, health
insurance $219, retirement $249. Pat Fizer performed receptionist duties and answered the phones for UAC and
UACIM. It has been estimated that she spend approximately 10% of her time was spent performing duties for UACIM.
Her, ‘Salary’ was allocated at ‘$1,786, payroll taxes $137, retirement $165. Debbie Goodwin performed receptionist
duties and answering phones for UACIM. Debbie has estimated that she spends approximately on hour each day or
approximately 9% of her time performing these duties’. That allocation for ‘Salary $804, payroll taxes $62. Sonya
White performed services for UAC, however information as to the extent and nature of service performed on behalf of
UAC we not available. UAC would be more than willing to credit back UACIM for her services' provided to UAC.

Herbert: Isn't Sonya paid a percentage of salary comes from UAC.

Westenskow: Her salary has been allocated 70% to UACIM and 30% to MCAT so none of her salary currently has
been allocated to UAC.

Herbert: So there should be, that's where we're at, so there should be some kind of credit back.

White: My understanding, | was at 10% UAC in 2001. 70% UACIM, 20% MCAT and 10% UAC but | wasn't
interviewed and it may have come out in an interview.

Herbert: It seems like that ought to be notable. We ought to know what percentage of her salary is coming from
where.

Lemon: | was thinking in our Board meeting last year, we talked about 90%/10% but that’s...
Gardner: That began in 2002.

Herbert: So in 2001 you are thinking maybe the 10% was not allocated to UAC, Sonya?
White: | would have to go back at my desk and see how...

Herbert: That's a question we need to clarify. It appears we've agreed at least for the 2002 budget that 10% was
being atiributed UAC but this is 2001.
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Gardner: 10% MCAT, 90% Insurance Mutual.

Herbert: That's what I'm saying but the question whether in 2001 is the 10% or any amount ever, technically allocated
fo UAC, yes or no.

Gardner: The answer is no but she spent some time so there needs to be an adjustment to recognize that.

Westenskow: ‘Shawn Guzman performed services for UAC' again to the extent we don't know. UAC has
acknowledged that there may be a credit back to UACIM for his services rendered that benefited UAC. So that is
another number that has not been quantified in this analysis. This will follow-up on previous questions, item ‘(bc)
management foe was set up to account for other indirect costs that may be incurred. Since the indirect costs in this
report are being allocated this management fee is being reversed out. ltem ‘{bd) UAC has accounted for the building
space being allocated at 50% UAC, 30% UACIM and 20% MclLarens’. Upon interviews, ‘The comect percentages
should be 53% UAC, 28.5% UACIM and 18.5% McLarens. An adjustment in the amount of $1,226.07 to properly
reflect the comected percentages'. Item ‘(be) Shared expaenses have been allocated UACIM at 40% instead of being
37%, of total expense. This adjustment comactly allocates these expenses to 37%’. You will notice that (be) refers to
a number of individual office related expenses. ‘(bf) UAC policy allows their staff to accumulate unused vacation and
sick leave. Retiring employees and employees terminating for other reasons are paid at 100% of unused vacation and
50% of unused sick leave. UACIM's portion of accrued vacation and sick leave expense for the year ended December
31, 2001 is calculated by subtracting the December 2001 accrued balance per individual from the December 2001
accrued balance and multiplying it based upon the percentages of time spent working for UACIM. Negative numbers
indicate that current year and prior year vacation amounts were used during 2001, this is offset by the same increase.
UACIM portion of accrued vacation and sick leave are as follows: Brent Gardner ($774.28), Shawn Guzman $261.54,
Sonya White $763.84, Mark Brady $417,31, total $668.41. The above vacation and sick leave amounts may be
subject to payroll taxes and retirement contribution when paid out. For the purpose of this report these have not been
considered’. Item ‘(bg) UACIM's portion of management conference and annual convention expenses see exhibit four
for more details’. This is another example of expenses that have been allocated to one of the other funds established
by UAC for management purposes, which is the Conferences and Convention Fund. Item ‘(bh) Adjustment to
reclassify check #11307 that was incomectly coded to UACIM Board expense’ so that was reversed out and that
amount was $3,708. ‘Building reserve accounts (ca) The UAC board of directors has required that both UAC and
UACIM accumulate additional building reserves to cover on years lease payments on the building. The accumulation
of this reserve was to begin in the year 2000 and last for five years. UACIM'’s share of the reserve accumulation for
1001 was $17,260, see exhibit five for calculation. (cb) UAC and UACIM has been accumulating reserves for building
equipment repairs and replacement. UACIM contribution to this reserve for 2001 is $5,634. This calculation is based
upon estimated replacement cost and life of building equipment as estimated by the building contractor, see exhibit six
for addition information’ regarding that calculation. Chairman, when those adjustments are tallied, there is an
adjustment of a net expense of $44,122.38. That needs fo be netted with the previous columns netted excess of
$9,145.86 which comes up to an adjusted net deficit of $34,976.52 and when added to the building reserve
requirements by the Board of $22,894 even that comes to $57,870.52 less that $319 adjustment | noted regarding
accounting fees which would reduce it down to $57,551.52.

Herbert: Everybody go back to the first page and you can see where we came up with those numbers. $34,976.52 is
the first one, deficit, and then the next...$57,870.52 less the three...

Gardner: There needs to be pointed out a further adjustment for the two salaries of Shawn and Sonya.

Herbert: Right, so whatever can be calculated for UAC’s benefit we should be given credit there needs to be some
adjustment there. What else Dale do you need to tell us right now? Time is no longer our friend.

Westenskow: That is essentially my presentation. Again, it is our belief as part of our audit procedures as we
analyzed the agreement batween the two entities that this was a management fee rather than handled as some kind of
agency fund and apparently, I'm assuming, Larson and Company has determined the same thing as their audit report
shows it as an administrative fee expense rather than (tape ended). There are additional exhibits, they include the
general ledger detail of UACIM's fund that is maintained on a monthly basis also exerts out of the special projects fund
which is MCAT's and then the calculations of the other items that we refer to. McLarens, excuse me.
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Herbert: | think we understand the just of what you've done and appreciate the work you've done, Dale. Let's open up
with questions before we go on to Larson and Company, Tex, you had a question.

Olsen: Just a couple of questions that | have. You've come up with the conclusion that what we have is an
administrative contract and where we have never detailed the specific items that you've talked about that by happen
sense we've kind of fallen into a bigger because for example we've budgeted $25,000 for equipment and only spent
$5,000 and that additional $20,000 has gone to UAC. So what I'm saying is that | don't see how we can interpret that
as a contract but these very things you are talking about are things that should be contractual between UAC and a
couple of my concems, now, under your accounting, who owns the cars and the reserve for cars when that account is
set-up and paid into UAC, whose money is that?

Westenskow: The accounting records we have, indicate that those are assets reported in an equipment fund which is
part of Utah Association of Counties overall entity and is reported as an asset on Utah Association of Counties books.

Olsen: So while we pay in the reserve and bought the automobiles, that asset belongs to UAC under your view?
Woestenskow: I'm saying it is on the books of UAC as an asset, yes.

Olsen; Now the same thing we have been billed in advance for potential repairs for the building, this $5,634 that you
have under (cb). Now once that is paid in, whose asset is that once it is charged to the Mutual does it became an
asset of UAC under your accounting?

Waestenskow: Under the current accounting it has been reflected that way, yes.

Olsen: And the same thing where we prepay a year's payments on the account, once that's paid in whose asset is
that.

Westenskow: Under the current accounting that cash balance that is included as part of UAC's cash balance.

Lemon: But you have given us interest credit for that, have you not, until that's been used, isn't that how you came up
with the $111,000 figure?

Wastenskow: That was not addressing this reserve. The $111,000...
Herbert. You're addressing a quarter payment.

Waestenskow: Right.

Herbert: That money is expended...

Westenskow: The synopsis as a management fee.

Lemon: We're paying the entire $440,000 in it, some point in time, and you're charging the Mutual that $111,000 on a
quarterly basis and giving us interest, | mean, you calculated the interest based on that, did you not?

Westenskow: Number one, the 2001 audit is not yet complete. Number two, the interest calculation previously by
fund, which is not a level that we render an opinion at, has been calculated on the $458,000 balance as accumulated
because certain costs have been reported in other funds rather than the UACIM fund.

Herbert: Other questions from the Board Members? Dale, we thank you. You might want to stay in case we have
some other questions as we go through the process. We tum some time over now to Larson and Company. Sicilia?

Douglas; Geri.

Herbert: Geri, Geri, Sicilia.
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Douglas: Basically, I'd like to give some background as to how this all came about. We were preparing the audit for
the Insurance Mutual and in the past the audits for the Insurance Mutual has been on a statutory basis, which is the
basis that is required for the Insurance Department for the State of Utah. As you're aware, the Legislator passed in
February that the Insurance Company [Mutual] is no longer regulated by the Insurance Department. You will now
report to the State and it will be for the State Auditor's Office. Therefore, it changes our statutory report to a GAP
report. On a statutory basis we are not allowed to record fumiture and equipment, autos, items like that as assets so |
believe, back in the beginning, it was known that those would not be recorded as assets on the Insurance Mutual so
they would be picked up as assets, possibly, on the Association and so | think that is how the agreement read from the
beginning, I'm not sure. We do an monthly compilation and questions started coming up as of July 1 we will now be on
a GAP basis, rather than a statutory, and so the questions came up, who owns the equipment, who owns the building,
who owns autos and this is how we got to where we are today. Another item, we were approved by this Board to look
at transactions for the UAC Insurance Transaction Fund from 1992 through 2001. After we left this meeting, we
realized we needed to get approval from the UAC Board in order for us to even look at those transactions so we
mentioned that to Commissioner Herbert and he went through that process. It wasn't until August 29 that we actually
had approval to start the work from UAC and so as been noted we haven't had very many days to pull our information
together. On September 3 we spoke with Robison Hill and they said that they would have their report, that we just
went through, ready on September 9, which was on a Monday, and we did get the report. It was at that point we were
notified that it would only be for the year 2001. So the report that has just been gone through is just for 2001 although
we have tried, we started with that as our basis and then we have tried, to go back to 1992 as much as we had time to
do. So the information that has been passed to you basically starts, we went through 2001 in great detail, followed the
Robison Hill report and then, like | said, tried to show you what we felt were the balances continuing on from there.
Robb has done most of the work and so I'm going to tum the time over to him, | may interject once in awhile to clarify

information.

Enger: It's nice to be here today, thank you. You'll notice that this is a draft copy, it's not a report, it is a work in
process, you will find typos and errors, as we were up here last night till 5:00 and here this moming at 6:00 trying to put
this all together as much as we could. You'll notice that we have on the first section, left hand side of the first page an
accumulated surplus and this is just a summary of the numbers that | have, we at Larson and Company, have looked
at. Adustments have been made as you'll see in the right hand column the surplus as of 2000 has adjustments in
1999 there is an interest adjustment, McLarens Debt Service Principal has been added as well as interest and office
maintenance at 20% of the totals for that year. 2001, just a little rounding and then we have a legal adjustment, some
interest adjustments and again McLarens debt service principal, interest and office maintenance. The Auto Reserve
was added in 2000, $13,300, based on information from UAC and the Building Reserve was recalculated and added to
2000 as well as Building Repairs and Replacement Reserve, This is just a summary of items | have found and it's not
all-inclusive. There was no allocation of salaries prior to 2001 but the management fee was used in all years prior to
2001, that's kind of an agreement with what was initially the agreement between UAC and the Insurance Mutual all
bring your attention to the agreement for general administrative services, it's the old copy, the old agreement but the
old and the new is the same, ‘reimbursement for setvices...

Douglas: It's about halfway through the document, we have a copy of the agreement that looks like this.
Herbert: Agreement for General Administrative Services?
Enger: Yes, that's the old agreement so that goes back from 1992 to 2000 and down on paragraph...

Herbert: It's the original agreement.

Enger: Yes Sir, it's the original agreement. Paragraph three about half way down it talks about ‘all expense
associated with UAC's staff's administration of the pool as determined annual and approved by the UAC Board of
Directors and the UACIM Board of Directors.' It is our opinion that the $5,000 management fee that is in the budget
every year is what that is suppose to be the compensation for those fees. The ‘joumal entry (be) which is in the
Robison Hill report in 2001 was done to comect amounts and percentages from 40% to 37% for shared expenses.
However, in prior years, (at least from 1999) the incorect percentage was used and we were unable to find where it
was comected’. In looking at the compilation, and we have not had a chance to communicate all of our questions with
Robison Hill, ‘In 2000, the beginning surplus balance per Robison Hill ($311,405) does not match their ending balance
for 1999 ($328,148)’ a difference of about $16,000 we were unable to determine what that was, again, | haven't had
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time to contact Robison Hill about that. ‘According fo the sublease/purchase agreement’ | don't have a copy of that
attached with your documents but it is on ‘page 11 and 12' and | did bring that up with me. It talks about the payment
of sublease base rentals, section 6.2 and payment of sublease additional rentals 6.3. It does talk about how the
building should be allocated, the percentage of the rent, again, | don't have that in your attachments, | apologize for
that, but it does talk about how to calculate that the rent to be charged to UACIM, MCAT, McLarens and UAC and I'd
like to bring your attention to about just a little bit after where you were with the agreement. I've got two of these that
look like this. One is pre-2000 and one is 2000 and later it's the building allocation and this was confirmed with
conversations with UAC and UAC Insurance Mutual. What | was unable fo determine in reviewing the documentation
was if MCAT and McLarens Toplis need to be included in sharing the shared space but with conversations with Brent
from UAC it is his impression that any shared space be allocated to all four parties, pro-rata. You will see if McLarens
and MCAT are included in sharing common area spacs, pre 2000 correct allocations should have been, UAC 55%,
Insurance at 45% which includes Insurance at 23.52 and McLarens Toplis at 21.46. This is determined by looking at
the plans of the building and taking square footage from each office. Post 92 the percentages changed somewhat with
the addition of, Post 2000, the allocation changed with the addition of two employee for UAC, they go up to 61% for
UAC and MCAT shared and the Insurance and Toplis portion goes down to 38.25%.

Herbert: So the question you're raising is whether the allocations are correct?

Enger: That is comect. In going through the 2001 detail, which is also attached, again, this is work in process, you'll
find typos. We determined for the most part the allocations are made according to what was originally believed, the
40% and then the adjustment was made o bring it down to 30%, however we feel a lot of the expenses could be made
on a direct basis. Postage, copies, telephone, data processing, but the majority of what | think your questions are on is
the salaries that are allocated in 2001, should they be allocated in 2000 and | did also make interest adjustments. We
took the view, we took all the excess revenue over expenses and gave an interest rate and allocated interest to all the
years, 1992 through 2000, that is where we are at this point.

Herbert: Robb, let me ask you. Recognizing this is not...and it's going to be hard to make this absolute accurate, just
because there are parts that we may think were important we may now...2001... | guess | would like to know your
opinion on the Robison Hill 2001, recognizing that's just a snapshot in time and what happened in that year is not
necessarily reflective of what happened in other years. What surprised me is that Robison Hill, it appears, if you take
the audit at face value, that the Insurance Mutual owes UAC.

Enger: And that is my impression as well. | think that that based on my calculations, | have a couple of different
joumal entries but we come up to approximately the same number, materially the same number. In 1999, you've also
got a deficit of $69,000, 2001 there is barely a surplus and this all happened with the addition, with the building. I'm on
the front page just looking at the summary. 1998 there was a deficit, 1999 a deficit of $70,000, 2000 there was a little
bit of a surplus so | think when the new building was built there was a lot of expenses that should have been allocated
to McLarens and counted against the UACIM Transaction Fund.

Herbert: Unless we go back and do 1992 to 2000 we don't know for sure what is going to happen as far as
reconciliation assuming you could do it fairlly accurately. My only concem was, as we started this out, the concem is
UAC owes us money and they’ve got a bunch of money that is a significant amount that ought to be given to us to do
with what we want. Now it appears that maybe just the reverse be happening, that the Insurance Mutual, at least for
the year 2001, owes UAC money. Things that they've not expensed out comrectly and in fact should give and take on
the issue, which | need to talk about later on as far as what are the requirements, what is the relationship between
UAC and the Insurance Mutual. | mean, if we have Robison Hill and Larson and Company work together, and I'm
prepared to do this, go back to 1999, 1998 all the way back. | guess | am curious about what would happen after all
was said and done. Would it be just a wash, who would owe who money.

Lemon: You are saying that you do agres, you generally, you materially, that you agree with Robison Hill for 2001?

Douglas: Not necessarily. We have some big issues that need to be resolved. If you look at the salary agresment,
the agreement that we showed you, this one, it says in there that a total annual some, which consists of all expenses
associated with UAC staff administration. To me that was a budget amount that was approved annually and that's
what it says, it will be determined and approved annually, that was that $5,000 that was approved in the budget every
month,
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Herbert: You think that is all that should be allocated for salaries?
Douglas: It's sounding from this agreement that is what...

Lemon: What we really ought to be talking about is the current agreement, should we not? | mean, that agresment
was in place up through 1999 and then did we not get a new agresment?

Douglas: It says the same thing in the new agreement.
Lemon: For reimbursement services?

Douglas: Yes and so that is a big issue. That is a big number. And then also, the way that the building square
footage is allocated, supplies, postags, telephone, they were all allocated on those same percentages that | don't
believe are correct square footage percentages.

Herbert: Yeah, the percentages, clearly we've got some dispute. | don’t know how far off we are.
Douglas: Right, and | don’t know what the dollar amounts are on those either.

Herbert: | guess | don't think we're too far off and that certainly is very notable and... | am a little concemed about
what you are saying about the salaries though. If it's only $5000 of the administrative budget being allocated for

salaries...

Douglas: I'm saying that | don't know but that is something the Board needs to decide. We did not interview any of the
staff or go through all of that because we didn’t want to repeat what they had done.

Lemon: You're saying that you thought, | mean, this year, or 2001, there was $15,000 figure in there and you're saying
that you think that's what it should be based on the agreement?

Douglas: Well, based on this, yeah, it says, determined annually and approved by the UAC Board and the UACIM
Board.

Herbert: Okay, we can have that discussion again, later on, to be certain what we think that should be...
Douglas: So, 2001 doesn't include, was it $15,000 or $5,000, I'm not sure. It includes actual employee expenses.
Lemon: $15,000.

Herbert: It does sound like, as Robb indicated though, that conceptually it looks like the Insurance Mutual owes UAC
mongay as opposed to the reverse.

Douglas: | think it will be pretty close if we reallocate.

Lemon: If you took the $34,103 you made the adjustment for Shawn's time and Sonya's time, you may be fairly close
to that $15,000 would you not, I'm just guessing, you could be $20,000, $25,000 and you're going to be within $5,000
or $10,000, so that's why you are saying, ‘materially, you kind of agree’.

Enger: | kind of agree with the fact that UAC, the Mutual, did have a deficit in 2001.

Herbert: Other questions from the Board Members?

Norman: Okay, that being the case then, if 2001 is a fairly accurate figure and you use those same criteria back to
1992, then you're thinking that $457,000 has been spent, for UAC it's a wash?
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Enger: The problem that, there's a problem in that in 1999 the building was purchased and that is where the majority
of the offset,

Norman: And there would be a...a little variation.

Enger: Exactly.

Nomnan: All of those figures being comect, then, that $457,000 would not be there?

Douglas: No, if you look at the first sheet...

Enger: The summary.

Douglas: The summary and go back starting in 92, that's where the majority of the balance came in.
Enger: From 92 through 97 is exactly where the majority of the fund balance came in.

Noman: So there wasn't enough categories then to use this up and it got deposited under the Mutual? ['ve got to get
it down to my level.

Herbert: Building came on, there was a significant bump is what you're saying?

Enger: Yes, Sir.

Herbert: Any other questions from the Board?

Olsen: The other thing in the expense category, we've been expensed, but haven't been given credit, in a reserve for
these reserved funds that I've been asking about and it appears that if there is to be a reserve this Board would have to

decide there should be a reserve to meet their future obligations or contract with UAC to put up a reserve of some kind.
But it is a legitimate expense item it is still an asset that should be in our bank account really.

Douglas: Where it has been deducted.

McConkie: Geri, you mentioned big issues and you mentioned salaries and square foot allocations of building and
other issues...

Douglas: | was just going to say, one other item would be, we still need to determine who owns the cars, computers,
artwork, all of those items. When | interviewed the Insurance staff, they felt that they had paid for them and that was
their asset. When we interviewed Brent he felt that it was all an asset on the Association’s book.

McConkie: Help to understand then the reconciliation on the GAP report, | think | wrote it down comectly, under the
GAP report, did you not say that you cannot report those kind of things as assets for the Mutual?

Douglas: Under a statutory accounting which is no longer applied to the Mutual.
McConkie: Okay, so | just got it backwards. It did not, now it does.

Douglas: And now all of sudden we can record those and so that is why it became an issue. We could record it but we
would have to non-admit it and take it off anyway.

Herbert: Well, we need to work with UAC and make a decision on reconciling that issue. Other questions from the
Board. Again, we appreciate Robb and Geri, again | know that you've worked really hard to get ready for today.
Again, we appreciate your work on behalf of the Insurance Mutual. So, again, what went on...

Douglas: We also need to know how to proceed from here.
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Herbert: Hopefully we'll...
Norman: That's what we hoped you'd tell us.

Herbert: As part of this, again | think, as part of this, as we're frying to come up with some kind of reconciliation,
understanding as far as where we go from here which | don't know if we have the time to decide. | have, as |
mentioned to you earlier, I've tried to rack my brain, what have | forgotten, what have | not done appropriately, where
did | slide, what didn't | look into in detail that we've had as fiduciaries as far as ownership. Things | think we've felt
comfortable with, have done, until recently hasn’t been an issue. I've been concemed about that and | know Brent's
been a little concemed about. Brent, I've had him go back and go through the minutes and through our agreements,
our contracts with UAC since its inception to see if we can understand how we evolved to where we're at today to
understand how we got into this particular predicament. | don't want to call it a mess but we all think it is. But | know
that we're all trying to get reconciliation to this to see how to proceed and where to go from here and | think having a
little bit of understanding where we've...and how we got here probably helps... So Brent, what do you got?

Gardner: | apologize; | only made 15 because | didn't know how many people would show up so | know there is some
here that maybe take...

Herbert: ...we haven't had a chance to see all you've got here | would like you to highlight what you've got, what
you've found, and resolve some of the questions that are in many of our minds, but I'm going to expect that the Board
will have an opportunity to take this, review it and dissect it and we'll come back again and discuss as appropriate as
we feel a need to. Speaking of myself probably more than anybody else on the Board but I'm approaching this with an
open mind and | may have some vices on different things that have been presented and...articulate those earlier on but
| think you can't...express to have open minds, nice attitudes to determine what the facts of the matter are and
again...get through this. Not maybe what it ought to ba but we need to look at what has it been, what it cumently is and
maybe we'll decide it ought to be something different, which | expect we probably will but lst's not get those confused,
what it ought to be and not necessarily what it has been and so with that Brent.

Gardner: | put together a cover sheet or a letter, which goes through and tries to address some of the issues that the
Board has besn concemed about and then attached the documents for backup. But before | get into that | wanted to
just indicate that the Board may not be aware that UAC administers 14 different programs and this varies from year to
year, some years we have more than 14 and some years we have less. But we administer 14 different programs that
bring in revenue other than county dues. Other than the annual, Sevier County pays so much and Davis County pays
so much. We have 14 programs that bring in revenue and of course UACIM is one of those 14, a very large one, the
biggest one out of the 14. The Board, the UAC Board of Directors prior to UACIM coming into existence has said to
me in tem of administering these programs, we don't want you to allocate all of the costs associated with those
programs to those programs. For example, we have a convention meetings fund, it brings in revenues other than
dues, it brings in registration fees and I've periodically gone to the Board of Directors and said, do you want us to
allocate salaries directly to that fund because | spend time on conventions, Jean spends time on conventions,
everybody spends time on conventions. They said no, that gets us in to a real detailed accounting problem and start
trying to keep track of mine and Jean's and phone calls and all those sorts of things, so we'll leave those costs in the
general fund, we wont allocate those out to those 14 funds. They've also said or established a policy saying we don't
want to take those revenues and put them into our general fund and rely on those as ongoing revenues to the
Association, we are going to rely on dues as the ongoing revenue to the Association. So those two policies that Board
has established in term as how they wanted us to administer these programs, don't allocate all the costs, and don't use
the revenue in your general fund. But when you do (tape ended)...we don't like the policy that UAC put in place, to me,
to us, we didn't want them to not allocate all those costs, we wanted them to go back and allocate all the costs from
1992 and we wanted them to take the excess revenue and use it in their general fund. That is not in proper
management in my view, that's simply us following the direction of the Utah Association of Counties Board of Directors,
we don't set policy we follow the policy. And so that's what's happened. We haven't taken that money in and used it
and we haven't allocated all the costs. Those two policies were camied forward into the 1992 agreement between UAC
and UACIM obviously UAC says to UACIM if you want us to administer it, here is the policies under which we're
administering these outside programs that bring in outside revenue. That view was caried forward into the contract.
Now it changed in 2000, cbviously. This Board went to UAC Board and said we don't like the policy, we want you to
allocate the costs and we want you to refund the money and UAC Board said fine, we'll change that policy in 2000 to
reflect what you're asking us to do and that was the change that occured in the 2000 agreement. So quickly, with that
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background, run through the documents that are attached here. If you look past the letter, the first one is the Amended
Bylaws of the Utah Association of Counties Insurance Mutual. If you go to page seven of the Bylaws of the Mutual, go
past the letter and go to page seven, it will be the Bylaws page and I've highlighted, not the first page of the Bylaws but
go to page seven. You'll see a highlighted portion which requires the Utah Association of Counties Insurance Mutual
Board fo ‘Contract with Utah Association of Counties for administrative and management services, including a
reasonable fee approved by the Board and Utah Association of Counties fo cover the cost of services so provided'.
They've called it a contract. If you go a litle further back and you'll get to the next sheet you get to an Amended
Interlocal Cooperation Agreement and on page two of that, Interlocal Cooperation Agreement, page two.

Herbert: Everybody got that?

Gardner: Section four of the Interlocal Cooperation Agreement says, there's a section on ‘Administration of Utah
Association of Counties Insurance Mutual. The parties’, meaning the UACIM, | believe, and the counties, who the
Interlocal Agreement is with, 'hereby agree that Utah Association of Counties Insurance Mutual shall contract with Utah
Association of Counties for administrative and management servicas, including a reasonable fee...". So again they've
called it, in 1992, when these two documents were prepared, they called it a contract. And | believe they chose the
word contract because they meant it to be a contract. They didn't choose any different wording there. The next
handout is simply the ‘92 agreement, if you keep going back you'll come to the end of the Interlocal Agreement, you'll
come fo ‘92 agreement it says, ‘Agreement for General Administrative Services' I've highlighted a section, paragraph
three there you can see that and if you flip over to the second page, it says, seven, ‘This Agreement contains all
agresments, understandings and amangement between the parties and no other exist. So, again, it is my
interpretation of that that there is no outside agreement fo refund...

Herbert: Did you skip over item three?

Gardner: Yeah, | did, | didn't refer to anything there | just highlighted it for you because that is the section
that...referred to talk about ‘UACIM shall pay UAC for all services rendered...a total sum'.

Herbert: The only reason |, it says here, ‘...all expenses associated with UAC staff's...’ There seems to be some
question about whether the salaries and how they should be allocated out of the fee, so UAC's administration...

Gardner: | agree that is an issue, Larson and Company raised that, that's clearly an issue for the Board to determine if
they are going to allow all salaries to be included.

Lemon: You know, something else that is important in that is the fact that it does say, ‘annually...approved' by both
Boards.

Gardner: If you're going to, seems to me if you're going to freeze the salary amount, say you can't go back and freeze
the salary and then how can you go back and require a refund of anything that was left over in any of the other line
items. But anyway, the next page after the '92 agreement is the 2000 agreement [my copy does not have this
attached)], it specifically says, you can see the highlighted portion, ‘Commencing with the 2000 annual fee, UAC will
refund to UACIM any surplus amount over $7500'. Now my question is, if we had a requirement in the '92 agreement
to refund then why did we have to go back and specifically amend the agreement to add that language? If everyone
understood, meaning the Board of Directors of the Mutual from '92 on that there was a requirement to refund then why
did we go back and amend it? | think we amended it because you had a contract and that's what the Bylaws and the
Interlocal Agresment call it and that's the way | understand and remember it in the direction given to me to administer
it. The next page after the 2000 amended agreement are the minutes of the Mutual for October 24, 1996, page three
at the bottom and highlighted and says “1997 Administrative Budget'.

Herbert: You said there was a date?
Gardner: It doesn’t show on it but | think it was the minutes from October 24.

Lemon: You can see there is a motion made to close the meeting down there for October 24, 1996.
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Gardner: But | just wanted to point out, Gary, that it says, ‘Brent Gardner reviewed the line item breakdown and
comparison..." which to me is an accounting of each line item, ‘of the 1997 and 1996 Administrative Budgets as
requested by the Board'. Even though | don't believe there was a requirement to do it, they requested it and | did it and
| did this for...at that point in time they had 'An ending balance of $76,388...for the year ending 1995, because we had
budgeted for ‘a full-time' administrator [the minutes say director], assistant administrator to use the comect term, Brett
Rich, and he didn't get hired until about October, so there was nine, ten months of salary that wasn't expended and
that's what they're asking about. And | disclosed to the Board, Tex, based on your comment earlier today, that ‘legally
any ending balance would be the property of UAC, but..." | felt like the ‘...Board should fee! free to meet with...UAC...!
and ‘discuss the status of..." the ‘...excess funds. The Board..." in '96 ...agreed to wait'.

Olsen: Was | thera?
Gardner: | don't think you were there.
Norman: No you weren't there, Tex.

Gardner. ...it had been disclosed and | did disclose to them legally that | believe the money was UAC's and if they
wanted to go ask for it back or change it they certainly had the opportunity to do that, they didn't finally do that. Now,
again, the reason why | don't think they did is because | think they understood that we had a contract from the
inception and they agreed with that, that's why we didn't go ask. The next set of minutes...

Lemon: So based on that there was a an excess of $76,000 and they said they agreed to wait until the end of '96 to
see whether they wanted to do anything with that?

Gardner: Right. The never requested a meeting.
Norman: Everybody forgot it by then.

Gardner. Either they forgot about it or they understood what was happening to it and they agreed to that. The next set
of minutes that | was going to comment on is just to again indicates that there was a ‘bid’ which | think relates to a
contract not to any kind of any line item detail that replaced the bid or you accepted the bid. In 1998, if you go past that
other set of minutes you get to a management review conducted by Warren McVeigh 1998 hired by the Mutual Board
and they were specifically, under item five, to look at the operational efficiencies and procedures of the Mutual. If you
go to page 36, it's kind of hard to read at the top, you can see 35 so 36 in the next page, right in the top comer there is
the number. They specifically reviewed in '98 the ‘Administrative Services Contract’ for 1992, the quote from it there
and they only make one recommendation to ‘Update the Agreement...between UACIM and UAC. It curmently refers to
a Pool Administrator when there is no such titie..." and ‘The Agreement should describe the services...provided[es]’. If
you put the page over you can see that they look at the Interlocal Cooperation Agreement, they look at the Bylaws both
sets, both current sets and the ones that were proposed. They had titled it in 1998 ‘Administrative Budget'. The next
page over from that, I've highlighted the fact that they had a copy of the 1992 Agreement. The only point | guess I'm
making is, if they reviewed it and found no violation of the 1992 Agreement, if they reviewed it and found violations in
the '92 Agreement, such as we weren't refunding the money, or weren't counting the money, it seems to me they
would have identified that in this report and said so. But they didn't bring any of those issues forward. My belief is
because they understood that there was no requirement to do that. They understood it as a contract, an annual fee.
The next set of minutes...membership mutual meeting, that's all of the members, November 17, 1999. This is the Audit
Committee Report, Jerry Hess is the Chairman, you can see the highlighted portion, ‘The Committee also reviewed the
administrative budget...' 1999, | assume, or "98, must of been '98 budget, '...to make sure that the Mutual was not
paying a disproportionate share of the UAC budget. To the salisfaction of the committee and the Board of Trustees,
the relationship between UACIM and UAC is working...well’

Lemon: Who is the Committes?
Gardner: | didn’t look that up, | don't know, all | know is Jery is the Chairman.

Lemon: So this is the Audit Committee?
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Gardner: This is the Audit Committee.

Lemon: The Audit Committee, okay, the Audit Committee reported this to the membership.
McConkie: It was you guys, don't you remember?

Lemon: | will never be elected to an Audit Committee again.

Gardner: | believe, again, that the Audit Committee here did their job, they performed their function, | think they
reviewed it, they reported there were no issues, no one in the room, the whole membership was there, disputed the
findings and | think what you've got is now an independent third-party, when Wamen McVeigh reviewed the budget,
you had the Audit Committee of the Mutual reviewing the budget, no one telling us that we have administered this
program in violation of the agreement. And then the final sheat on here, couple of sheets, minutes from the October
26, 2000, this is again where there's some money, excess revenues, when Brett Rich left and we had a two month
gap, two and a half months gap between the time he left and the time we moved Shawn up and we actually didn't hire
the replacement person, Mark Brady, until October, Brett Rich left.. ‘Ty Lewis said that the Association should be
willing to refund...’ the money "...the Mutual did not spend..." because of the salaries. | again say, | would be ... willing
to take that request to the...Board’ because it's UAC's money, this is the motion we were talking about earlier, Dan
McConkie made this amendment to refund the money should ...be retroactive to the inception of the Mutual upon
approval of the...Board...". That's what triggered; this motion is what triggered the negotiation over the amendments to
the 2000 agreement. In that negotiation of course UAC said we can't go back to '92 we don't have all the cost records
accounted for we had a contract we didn't need to but we'll start in 2000 and go forward, which is what both of these
Boards agreed to, this Board and the UAC Board eventually agreed to and the final page is just a list of UAC officers
that served on the UACIM Board over the years. You can see that Tom Hatch, Dennis Ewing, Monte Munns, Dan
McConkie, Gary Herbert, almost every year there has been a UAC officer on this Board and every officer that has been
on this Board has received a monthly accounting of all of UAC's records, including the famous Insurance Mutual
Transaction Fund so while your Board Members have had that knowledge every month, if they had been UAC officers
$0 you get, my only point here is that | don't think there’s been any sffort to withhold information from these Board's. In
fact, | think | have disclosed information to the Board when its been requested and | believe it was a contract, that's the
way it was understood me and the Board...otherwise they wouldn't have requested a change in 2000. So that's what |
have for you, Gary.

Herbert: Are there any questions for Brent? Again...we might want to peruse it in some detail, questions?

Noman: | do have a question. If it's a contract, why was the money put in an accounting separate from the UAC
accounting? Why did it go into the Insurance Mutual account so that it became identifiable at this time?

Gardner. The reason | just gave to you, Royal, because the UAC Board has a policy that says, we don't want to take
that money into our general fund and expend it as ongoing revenue. Because one year we might be up and the next
year we might be down and our dues would be fluctuating all over the place. We want you to set it up separately,
account for it separately, and then if we want to use the money then we take it out of there and put it in some function
or buy some project or buy some item as it comes up on case by case basis.

Olsen: The comment that | would have is this, Brent characterizes the agreement of '92 as a contract and what it really
says is that annual we will review in contract for servicas and...expenses. And then what has happened is we've
adopted a budget, and I've taken this example through the...to illustrate how it worked. Suppose we set up $50,000 to
upgrade equipment. We're told during the year that we should save our $50,000 because the computer equipment
was going down and we can buy that whole ball of wax for $10,000 we'll wait till after the first of the year. So to save
money we wait till after the first of the year and we buy the equipment for $10,000 so theoretically we as an operating
Board have saved $40,000, practically we've spent the $50,000 because that goes to UAC, it was in our budget
unexpended funds and we've paid it out of next years budget. So, the increases are based on windfalls or
unexpended amounts in budget items, other than the $5,000 or the $10,000 or the $15,000 that we have agreed to pay
for the administrative services. Now, since that's the way we were operating we have to say then that whenever we
adopted a budget that all of the Directors sitting at the table agreed that if you as our fiscal officer can figure out a way
to postpone expenses, and I'm just using an analogy just to make a point, or you looked around, save expenses, using
this example, but if that money was not spent during the year then your employer got it. You see, it gets this fiduciary
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responsibility right up front and so if that is the way it was, you were the guy that helped us with our budget, you were
the guy that spent the money and knew how it was spent, coming back next year, you should have told us each year
how last year, and | don't know whether you would use the term ‘forfeit’, but if we would have just changed our ways in
our budget and plan, that money would not have gone to UAC. If we would have just changed and said in our budget
process, and this should have been brought to our attention because we just didn't know about it, that's just all there
was. But in our budgeting process, you should have told us, now under your contract with UAC this is the way it is
going to work. So you think you're going to do some fraining or if there's any doubt about it, you batter not get it into
your budget, you better amend your budget during the year, when you've got a contractual responsibility and the idea
of compensation by forfeiture just doesn't accomplish what we all need because we don't know what the services are
that are being, we're being advised of now. We just don’t know what...is fair and we should have been talking about
those things and we should have been talking about them each year. | just can't accapt the idea that our budget was a

contract.

Lemon: Let me ask you a question because it sounds like that's what happened in "96, is that not what the, | mean,
you look at these minutes, Brent Gardner reviewed the line item breakdown in comparison to '97 96, he told the Board,
whoever the Board was at that time that there was a remaining balance and he was doing what you said ought to

happen every year. He did that in that year.

Olsen: The Board did not at any time understand how we were operating and your problem is when you have a
fiduciary who is on both sides of the contract, the...goes against the fiduciary.

Herbert: Again, Tex, sounds like what you are arguing for is change and | guess the question is...
Olsen: That's right.

Herbert: ...that may be how it ought to have been, that maybe how it should have happened but it didn't. My question
is, did it have to happen that way. | don't know that there's, other than the related but | don't think there's been, maybe
nobody even thought about it, we haven't asked the questions, Brent didn't think about bringing it to us and saying
manage your money better. But it appeared, at least, that there has been a contract and maybe you are identifying
what is a significant flaw in the contract that ought to be changed. Again, it appears to me that's the way it was.

Olsen: |don't think we can approach it...there was a contract. Because every year when Brent has discussed this with
us. Now last year in this category you spent this much money, this year are you contemplating spending any more...

Herbert: How would you expect him to come and say, here's the administrative budget, this is what we're actually
going to charge and here's what he's kind of lined out that's going to be the expensss to justify the amount of money
that he put in there?

Olsen: Our problem was that it wasn't disclosed, that our budget was a contract and anything left in our budget would
automatically go to UAC.

Herbert: How can it not be a contract if it states that it is a contract in all the documents?

Lemon: Right here he says, 'legally any ending balance would be the property of UAC but Brent feels that the UACIM
Board should feel free to meet with the UAC Board to discuss the status of any excess funds'. So | mean, again I'm
just trying to read the minutes and interpret them, but he is saying to us, ‘legally’ this is UAC's but if you want to, ‘Brent
feels..." UAC Board should feel free to meet with the or the Mutual ‘Board should feel free to meet with the UAC Board
to discuss any excess funds'. So...he is advising us, he is telling us, he is disclosing that to us is he not?

Herbert: | think Tex, just like we said with Shawn, whether it's right or wrong, Shawn believes that he is the legal
council to the Insurance Mutual. It seems like to me, based on...Brent believes there's a contract and he's disclosed
information as per, whether it should have been differently or not is another issue.

Olsen: | don't question that, but if Brent believes there is a contract then what I'm saying is, there just isn't a contract.

(?) Roundy: How can you say that when it's written in so many places.
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Olsen: Well, a good lawyer...

Douglas: |...obligation to bring this up, | have a copy of the October 30, 1997 Insurance Mutual Board Meeting and it
says in there, ‘The Board questioned whether surplus in the UACIM administrative account could be shifted to the next
year. Brent explained there is that ability because any surplus is kept in a separate account’.

Herbert: Could you get copies of that for us.
Lemon: October 30, so it must have been a week later than this.
Herbert: LeRay, | know you've had your hand up, did you want to make...

Jackson: Just one question, Brent, give me an example of two of the 14 separate revenue, sources of revenue, is
MCAT one of them?

Gardner: MCAT is one of them, UACIM, MCAT, um, we have, um, revenues that come in, conventions are one that's
outside revenue, we get some money out of cash flow bomowing program...Zions Bank, unemployment fund or
program that we work with some counties that we handle unemployment claims for them so contracted to do that, we
have, um, | wrote them down, we have contract with Office Depot for counties that want to purchase on a...basis
through them, we also have a contract through NACo for the Nationwide Retirement service...we get a little revenue off

all those.
Jackson: | wasn't aware you had any source of revenus other than dues.
Herbert: Let's get back...if you want to decide...Dave Wilson, you have a question?

Wilson: Reliance on the contract language and the term contract used, you can have contracts where reimbursements
are required as Shawn has interpreted some of the others have and it's Brent's interpretation is a Class D Contract. If
it's a Class D Contract then what are the $5,000 or $15,000. Here's the...of interpreting what it should have been, what
the Board intended was they pay so much for an administrative fee and a budget was placed out there, this Board
approved that budget and as Tex has said there should be an accounting year by year. You can beat it to death but if
Brent has a good faith belief in what he says...you find that out or he'll...and the fiduciary...the report process and |
don't think anybody wants to go through that and | think, my thinking as a member of the Litigation Management Board
is...but | think you need to clarify this thing before we move forward.

" Herbert: Very good, LaVar.

Cox: Gary | think that we ought to take a look at the past and the intent of the '92 agreement and how the Mutual
came into being and in the year 2000 they recognized some discrepancies and decided to commect them and we may be
recognizing some discrepancies today that we might need to comect but you go back and bring a person in here that
was as heavily involved, as I've seen anyway, that I've had a minor conversation with, let's bring Tom Hatch in. He
understands that this was something they put together the best they could at the time they started the Mutual and that
was as far as they could go until they got experience and they were dependent upon UAC to run the ship and get it
going and move it and all these accounting procedures hadn't even been thought of when it was put together at that
time. For my opinion is, | think we're talking 2000 and later.

Herbert: | think your talking, | think everybody acknowledges there’s been an evolution, where we were when we did it
in '92 and where we are today...and maybe additional modification can be made. Again, | agree with what Dave says,
get people from disagreeing on a contract...but mainly, move ahead in the direction we want. There are two issues,
one, the Board needs to talk about, we still have some additional work to do if you want to go back and reconcile the
fund balance. We have 2001 which has somewhat been reconciled but are we willing to expend funds, time and
energy till back in 1992 to find out what the over and under is, there is a legal argument that may say that there is no
legal requirement for UAC to give us back any money whether they want or not, we can go and make a request, and |
frankly think the Board of Directors will at least have some compassion to the argument that there's, you've got money
that you didn’t have to expend as an expense so there's some, you've used the term ‘sumplus, which may not be a
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comect term to use, maybe fund balance... What direction do you want us to go to complete this...task of determining
what the actual numbers really are because | think we are still a far cry from actually having that resolved, the question
is do we need to resolve it? Do we care? I've got Steve here that wants to say something, Tex.

Baker: | heard get on with this so | propose this option and if you liks it make it as a form of a motion, that | think we're
going around and around. You have to look at the documents. The documents say UAC is the controlling organization
and in effect... From '92 up to 1999 | don't believe the documents allow us to go back to that so from 2000 on it looks
like any payments over $7500 has to be paid, | think we tum to Brent and say, what are they Brent. Brent, from his
comments in the document here are those he broached the point that we ought to request UAC to refund the
unexpended salaries because of the delay of hiring Brett Rich and the delay in hiring Mark Brady, he was willing to
entertain those requests and we ought to make those requests. And then | think we ought to just combine whatever
contract year we're in go forward from here...

(?) Second (tape ended had to leave the room to get a new tape)

Baker: ...amount, you need to do Mark Brady that's for 2001 that would kick that year over to $7500. In the future, the
new agreement maybe ought to have some language that recognizes these extraordinary circumstances but | think
that is what I've been hearing everybody say.

Nomman: |'m struggling a little with that. That may end up being $30,000 maybe less than that, that's not even...

McConkie: Is the amount as important as the accuracy and clarity?

Lemon: Well, Brent, do you have any idea what those amounts would be?

Gardner: ...go back in the minutes, $76,388...

Norman: Is that an accurate figure?

Lemon: That whole 76 is for Brett?

Gardner: | don't know, | just wrote it down as surplus it was...

Lemon: See | thought it was the total at the end of that year. It is the total left over at the end of that year.

Herbert: Keep in mind as you're thinking about this motion. UAC Board of Directors, for those who were thers, they
are expecting us to come back with a recommendation to them to fry and reconcile this issue. It could be a
combination of a number of things...talk about restructuring, the Board Bylaws and what we do as a Board if we do
anything. A recommendation could be that after we look at all the overages and underages here's an amount of
money that we think we would be entitled to, whatever adjustments we think. We...the audit to come up with a number
which...full step...let's move forward, let's come up with a number and let's call it good.

Olsen: We all have a keen interest in getting the problem solved. But | think the other thing...we have a fiduciary
responsibility to the members. Any member can bring a class action and join the other members on an involuntary
status which means that we...security because we're all in management positions in our counties and just felt that
would never happen. One county can make that happen. Now, and if they bring the action against us as Directors and
also join other Directors that proceeded us, take that $288,000 because we could have corrected that problem just by
our management of what we felt our budget was. It's going to be tough to explain and so | really think we've got to get
the thing explained so that it's to everybody's satisfaction rather than picking a figure out of the air and saying it's
cheaper to settle this thing with this figure and just do it.

Herbert: | don't know what the legalese is on it, Tex. In my mind, it's not black and white is what we're saying and |
guess if the Board of UAC agrees and who knows what they're going to say as a Board, | think everybody here is trying
to do the right thing. If people are going to sue us they're going to sue us.
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Olsen: I'm not adverse to a settlement but | think that's a real problem for us as Directors because we didn't...and as
we got into the thing as evidence of what happened from year to year to year and that going to be embarmassing to
explain so maybe the process ought to be changed so we can argue the settlement. We ought to take it to 100 percent
of the members before we go to any motion status.

Hebert: We have a membership mesting in November and that can certainly could be done there. That's
probably...make a recommendation and take the issue to the general membership at that meeting and resolve it final at
that time. | think that is a great suggestion, Tex.

Lemon: Can | ask a question? When was Brett Rich hired?

Gardner: In October of '95.

Lemon: And we didn’t have an administrator, Brent was the administrator before they...

Herbert: | think we go back and search the minutes and the discussion that the Board had was it was taking more and
more of Brent's time and he can't devote to it, it's come time for us to hire someone to do this.

Lemon: So, can | ask another question? In '92, '93, '94, '95, now Brett came in October of '95.

Gardner: Yes.

Lemon: So in those four year preceding that, was any of your salary charged to this?

Gardner: No.

Lemon: And how much of your time do you think you spent on this?

Gardner: Major.

Herbert: | think you're trying to get Brent and Tom Hatch because Utah County wasn't a participant, so we kind of...

Lemon: If you look at it, it is the first four years that where a majority of that surplus accrues, it actually accrues. I'm
hearing what Tex says but certainly there has got to be some argument that...

Olsen: What we're talking about right now is a motion that does not take into account the detail you're considering.
And what it does is we just cannot...

Lemon: I'm trying to reason in my mind how this came about.

Baker: Let me make it a formal motion because it is certainly not...

Herbert: We had a second to whatever motion, so we'll start over.

Baker: | move that we recognize UAC is the one that founded the Mutual...the agreement from 1992 to 1999 the
contract does not require any payment.. From 2000 the contract requires payment reimbursements for any
expenditures over $7500 or on the other hand vice versa and that would be where | would end that first motion with
one addition you just tum to Brent and you say Brent give us those figures.

Herbert: You're talking about the...

Baker: 2000

Herbert: 2000 forward.

Baker: ...contract.
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Herbert: There is a motion on the floor, what Steve said, so is there a second?
McConkie: | want to hear a vote so I'm going to second the motion.
Herbert: We can't have a discussion unless we get a second, are you second it or will it die for a lack of second?

McConkie: | did second.

Herbert: Okay, there's a second, so again, motion on the floor, duly seconded, it is now open for discussion by the
Board. Sheriff.

Phillips: When Steve starts off with his statement, talking about the Mutual being a subsidiary of UAC, | don't think it
ever was or is today, a subsidiary of UAC. | think it is a separate enlity, a separate company.

Herbert: | think the phase ought to be, | wondered about that too, rather than it be stated subsidiary, | think Steve’s
position is that there is no contractual obligation for UAC to refund any of...funds, if there be any. And no contractual
obligation for us to give any money to UAC if they...contract... And as we've had discussion here and Kent's been the
one that said it, the contract is silent on it, that seems to be how it was at least determined and | think that was

Steve's...

Lemon: So you are saying that there's nothing in the contract that if UAC spends more that what we agreed to then we
don't have to them back?

Herbert: We don't have to go back and pay them extra money because they did something on our behalf, vice versa.

Baker: ...according to the contract...1992 to 1999 contract is a fixed fee contract and then for the 2000 forward we
recognize the language of reimbursing the appropriate funds for...

Olsen: In your motion then do you propose that our budget for those years was the fixed fee. Is that what you're
saying, Steve?

Baker: I'm saying that in essence that was what the contract said that we would give money to UAC...

Olsen: ...gone through and apportioned salaries and other things to expense items, none of which have come before
the Board...and those are the big items that make us lean one way or another, how much whose...

McConkie: Well, that is in retrospect...with that cormection...can the Committee...on it?

Olsen: And that is exactly what we wanted but what I'm say is, that should be a Board consideration before we'd given
out the assignment because where does he go with the assignment if we haven't made a determination of what we

agree is...
Herbert: If you approved his motion, you've made a determination, there’s no legal requirement for UAC to reimburse
unexpended funds, and again...saying that there is no legal obligation and you did an audit, like has happened on

2001, you could come back and say, hey, Insurance Mutual you owe UAC money. We're saying that there are no
monies, it wasn't a fee for service, is that the phrase you've got there?

Baker: Fixed-fee contract.

Herbert: Fixed-fee contract, period.

Noman: | guess the problem | have if you go to the year 2000, according to this audit, there was $10,000 surplus in
the year 2000 and so | wonder if you want to make a motion to eliminate the who discussion from the year 2000 back.
If it's over $10,000 it's not worth even trying to figure the books.
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Herbert: Well, of course, we've identified as a Board the $7500. You hit $7501 and it becomes an important enough
number. If you think hard and fast that it didn't matter just didn’t know what else to chose, so we've identified $7500 as

the cutoff.

Cox: | think what Steve is saying here, to me anyway, is he's starting with the year 2000 and moving forward with it
under the contract.

Noman: So the contract would include the year 2000. It already includes 2001, so you'd move it back to the year
2000.

Lemon: Does the new contract include 20007
Cox: It was signed in April of 2001.
Gardner. Commencing with 2000, yeah.

Herbert: 2000 is when the change occurred so, '99 backward is under the old agreement and 2000 for the new
agreement. Okay, we've had a question called for which means we want to cease debate. | don't want to cutoff when
this is important but are there any other pertinent issues that need to be brought up to discuss this?

Cox: Now this motion is going to go to the general membership?

Herbert. What we'll take, the motion will be, as far as reconcile, we're doing this on our own here, just to say this group
has decided we're not going to go back and ask UAC to refund money from '92 to '99, we're say, well, there’s no legal
obligation to, | don't know what else is going to come up here. We're reconciling it right, making a determination that it
is a fixed fee for services contract, I'm making that determination. It will obviously as we go back to the UAC Board,
this will have an impact on...

Cox: | agree it is an action of the Board, all | want to do is see if we can make sure that Tex's concems of membership
is addressed. It doesn't need to be in the motion but it needs to be, as he was saying, explained to the members.

Herbert: Maybe the addition would be, let's take the decision of the Board to the general membership and explain that
and get their approval of our actions also.

Lemon: Tex, you said, when you look at this Audit Committee report in November of 99, the Audit Committee looked
at this and it says, The Committee reviewed the administrative budget to make sure that the Mutual was not paying a
disproportionate share of the Utah Association of Counties budget. To the satisfaction of the Committee and the Board
the relationship between UAC and the Mutual is working very well'. A Committee has reviewed that, have they not?
They have acknowledged and the Board has acknowledged this is working.

Olsen: Well, we've had an Audit Committes, | assume sinca '92, and | assume the Audit Committee has met and |
assume the Audit Committee has done what our Audit Committee has done, we've audited those things that were
available to us and we reported to the membership that the UAC as doing well, but we have at no time, at least in my
time hers, been able to audit UAC's figures. And so what I'm saying is that | think we are still in no mans land, if that
gives you any comfort.

Lemon: The only thing | am trying to determine on how to vote on the motion is that, | look at this disclosure in October
of '96 and it was disclosad, there was a disclosure that there was an excess amount but also, as | look at when these
surpluses occurred, they really occurred in the four years before we had a assistant administrator or director whatever
you call it. Maybe I'm just reading this into it but I'm reading in that the Board knew that there wasn't a director and
Brent was doing the lion's share of the work, if you will, and that's when the surpluses occurmed.

Olsen: If we have an agreement that says we'll pay an administrative fee of $5,000, $10,000, $15,000, how does that

reconcile with the fact that we also are saying we will forfeit to UAC any budget surpluses? So | just don't believe that
give legitimacy to the idea that we've had a contract we're all off the hook if you don't recognize the contract...
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Lemon: Even if we there was, Brent was doing the lion's share of the work in the years the surpluses occurred? In my
mind, that's what I'm trying to say is does it seem fair, in mind it seems fair to say, as | look down here and look at the
surpluses that accrued they really accrued in the first four years and that's when we didn't have a director, is that not
comect? And he was doing the lion's share of the work so if we, say we didn't agree with this motion, and we went
back and had the auditors go back and do a reconciliation. Wouldn't they in essence come back to us and charge us
for, | don't know what Brent would say was the percent of his time that he was working, but wouldn’t they come back
and say he spent 70% of his time in the first year getting this thing going, they would whittle away at that until there

probably wouldn't be a surplus.

Olsen: Now what you are talking about are factual matters that ought to be taken into account but | will tell you, you
get anyone who is dissatisfied with seeing $300,000 on our books, you get a class action, you got enough to shoot at
unless we go through and rationally decide this thing we all have problems and that's what I'm saying. But now as |
understand Steve's motion, his motion is that starting in 2000 we did agree that our liability, or UAC's liability was
limited to $7000 swing one way or the other and what Steve is saying that while we're looking at the overall problem it's
going to be well for us to settle those three years 2000, 2001, 2002, just on that basis if we can. So, to me, that's in an
area that just sounds like reasonable judgment with the controversy but to settle from 92 up through '99 without
approval of our membership or whatever basis we settle on, | think that we are being derelict, well, not only that, we

have legal problems.

Herbert: We are beating this one to death. | guess it is a possibility to still declare that we have looked at it, and
looked close enough to determine this is a fee for services contract then doesn't preclude us, as has been the
recommendation from Brent, in going, if you still wanted to reconcile the balances and funds and see if there's some
excess monies that maybe legally aren’t ours but actively ought to be refunded to us, unless precludes us from going
to the Board of Directors and saying no, it looks like you've got more money than you spent in the attempt to set up a
deal where it's just the costs that what we've been paying, still it's a kind of handling with the Board of Directors and
see if at least in some circumstances mentioned before, Brett Rich and Shawn came on, and see if they would give us
some refund of money. |s there anything else on this motion, germane to this motion? That's the determination this
Board is that it is a fee for services contract.

McConkie: | want to make this comment. | think that | favor voting yes on this particular motion because my belief is
legitimate resolution to some concems. All you're going to do here is send a request to another board for
vericoncumence. They may not agree. This is just a recommendation that we are willing to accept what was
understood to be the working arangement between these organizations up through '99 and 2000 you know the rules

have changed and we've got some documents to show that. It appears to me to that a vote no says | want to go back
and change the rules, Tex, | want to go back and change the rules and | don't think we can do that.

Olsen: Well, if we knew what the rules were.

McConkie: | think we did.

Olsen: I'd agree with you 100% but that's my problem.

McConkie: But | think we do know what the rules were, there's no documents to suggest anything different.

Cox: Just one more comment. If you go when you hired Brett Rich, all those surpluses were accumulated, go to the
years you hired him and he spent more money, in other words, than we deserved in the past, if you go back and take
an analysis of the wages, whatever happened when Brett Rich hired, you could owe UAC $80,000 a year for '92

through '94, that's the way | read that, documents produced by the auditors. UAC would have a claim on the fact that
they have been doing all of that work.

Herbert: Steve, wa're going to give you the last comment.

Wall: | just had one quick question, Brent, in the first years, was there a line item budget like that given to the Mutual
or was it...year, they said okay, then here’s the money go do that?

Gardner: Yeah.
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Herbert: Alright, we have a motion on the floor and we're going to call for the vote. Does everyone understand the
motion? Steve will you restate it to make sure Sonya's got it right.

Baker. The motion is we recognize that 1999, 1992 to 1999 contract year is a fixed-fee contract, no money owing to
either party and that from 2000 forward...

Herbert: | think legally owing.

Baker: Legally owing. From 2000 forward, whatever is owed to either party over $7500 be paid.
Lemon: Is it either party or | thought just...'m somry, | thought that | just heard if we went over we...
Herbert: Okay, Danny seconded the motion, we've had discussion...

Olsen: Now the motion covers what period?

Herbert: '92 through "99.

Olsen: | must vote against the motion.

Lemon: Did you include in the motion that we would ask for those...

Baker: I'm going to make a separate motion on that.

Herbert: Let's make sure we've got the motion. Sonya can you read back what you've got?

White: | have, the Board recognizes '92 through 99 to be a fixed-fee contract, no money is legally owed to UACIM...
Herbert: To either party.

White: To either party, legally owed to either party...

Herbert: That was the motion?

White: Whatever is left 2000 to 20027 s that what you're going by...

Wall: From 2000 forward.

White: Well, because...

Herbert: They've decided to make that a separate motion. So the first motion is '92 to '99...
McConkie: Second that.

Herbert: ...so that amendment. Everybody understand the motion? '92 to '99 it's a fee for services contract. All those
in favor of the motion say aye.

Aye
Herbert: All those opposed say nay.
No

Herbert: Show of hands the nay, motion carries, Sheriff Phillips, Commissioner Olsen. Motion passes.
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Baker: | would also move that the contract for the 2000 year forward the amounts over $7500 owed to either party be
paid and that Brent provides those amounts.

Norman: I'll second that.

Herbert: Motion by Steve, second by Royal, discussion, this is for year 2000.

Gardner: | just have a question. In calculating whether you're over $7500, how far over $7500 can you be. The
question came up how to treat salaries and indirect costs. We treated it as you saw, each individual's prorated share,

it was commented about $15,000 in administrative fees being all that should be charged. So [ just want clarification if
we go back to do this we will include prorated amounts of all salaries, is that clear?

Lemon: | think we should go with whatever, what this Board and the UAC Board approved for those years. And they
approved a $5,000 then that's what, if they approved $10,000 that's what we should use. At least that's my opinion.
Stick to what we agreed to.

Wall: So that would...UAC employees.

Lemon: Yes, if we at the beginning of last year approved a budget for 2002 and that budget says $5,000 or $10,000
then that's what we should use.

Herbert: Is that...do you have other questions on the contract?

Gardner. So what you are saying, is whatever the line item budget has in it that will be the categories of expenses we
would look at?

Lemon: | appreciate what Robison Hill did for the salaries but | think since we are talking about retroactive we ought to
say let's go with what the Board approved.

Olsen: | think that is the only thing you can do.

Herbert: | guess the question could be, the next question, do we need to take the document out and add some
clarification. We don't want to have to come back and do this again.

Lemon: | think we ought to say whatever those Boards approved because it is pretty hard to go back retroactively and
say you know it cost us $20,000 instead of $10,000...

Herbert: We don't have that contract...the contract clear so we don’t have any confusion.

Lemon: Well, Brent, | think it is clear what you have said. You presented something for 2000 budget, you presented
something for the 2001 budget, you presented something for 2002, that would be in the minutes.

McConkie: Let's go with these documents and honor them.

Herbert: Okay, that's the intent, make sure we get that in the minutes. Again, other discussion on the motion?
Gardner: Yeah, I'm just trying to, | mean we can do it,

Herbert: You need more clarification here?

Olsen: Just pull out our budget that was the budget for those years.

Gardner: You talking about these Tex?

Olsen: I'm not talking about the ones you accounted.
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Gardner: These are the budget, this is the budget, 2001.
Lemon: That's what you submitted to us.

Gardner: That's what | submitted.

Lemon: That's what | think you should use.

Olsen: That's the only thing he can use, otherwise we're making a new contract along the way, if that is recognized as
the contract.

Herbert: | think we agree and let's just make that as part of the motion, we'll attach that, exhibit a, the budget. Other
discussion.

Waestenskow: | don't know if it's a program.
Herbert: Just stop. | won't let you talk anyway because...

Gamer: Well, if they're going to have to make this calculation | want to make sure they understand.

Herbert: That's why we're...

Westenskow: My understanding is that it can swing anyway $7,500 but | also understand that nothing will exceed the
amount approved on each line item on the budget so there is no swing the other way. That is a conflict | think in what

you've presented here.
Herbert: I'm not sure we ever believed it could swing. It obviously has swung.

Lemon: Well the only thing | think we believed it could swing it was this management fee, is that not true? | think
we've understood it...

Herbert: It's probably the labor issus, if all is said and done and Shawn quit and we hadn't taken the time to replace
him we would say hey, we...we didn’t spend, well we nead a bunch of computers...

Westenskow: Can | use an example, Commissioner? This is 2001, this is a comparison of budget to actual included in
the over/under is a $10,000 variance on labor, but let's ignore that, but including that there is an actual that exceeds

budget of $40,000, so if we limit the $10,000 we are saying that UACIM would owe UAC $30,000 because this is the
except to the accounting because the only one that got limited was the labor,

Olsen: | think really the answer to what you are asking is very well taken but what we have is a budget and they have
said our budget is our contract and then we've said, Steve's version of the contract, his motion is, that if UAC’s costs
exceed are budgets then they get up to $7500 so if it exceeds $10,000 we get $7500 but if it exceeds it be $5,000 they
would only $5,000.

Westenskow: Based on that if we go with the year 2000, there would not be a reimbursement because you back out
the, the year 2000, $7,500 would go one way the 2001 the $7,500 would go the other way.

Herbert: As long as it works out to be a wash | think we'll all be happy.

Olsen: And then vice versa just the other way as you've recognized it. As way | understand it that if their costs are
that much less we would get up to $7,500.

Tape Ended
Herbert: ... think its the difference over than under so you've got a $15,000 swing.
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Gardner. Yeah, | just don't want to get into the same situation again where we got different interpretations.
Herbert: So let the minutes reflect, you don't want to get into this position again. Do we understand the motion?
Gardner: | understand that we're stuck...

Waestenskow: | cannot the believe the variance over...

Gardner: These will be it right here.

Westenskow: Al right.

Herbert: Other discussion for the Board Members. Hearing none, everybody understands what the motion is?
Olsen: No

Lemon: Do you have another motion to add to this?

Baker: After.

Herbert: Okay, so this is the second motion, state it again.

Baker: For the year 2000 on we do what the contract says and reimburse either party for those costs or savings above
the $7,500.

Olsen: Let's not get into that language, do what the contract says, that's what got us in trouble. Why don't you just tell
us what you think we are and include it in the motion that way?

Baker: If there is a savings of over $7,500 UAC will reimburse the Mutual if expenses excead $7,500 of the budget the
Mutual will reimburse UAC.

Herbert: That's the clarification.

Olsen: And in that clarification, how are they that assigned the management fees, employees addressed?

Lemon: Use the budget.

Herbert: | thought that's what happens we were using the budget as submitted to clarify that very issue.

Lemon: Soif it's five or ten or whatever we agreed to before hand.

Herbert: Okay, unless there's other discussion.

Baker. Reimbursements of amounts over $7,500.

Herbert: All those in favor of the motion, say aye.

Aye

Herbert: Opposed say nay. Motion carries unanimously.

Baker: | also move that UAC Insurance Board request Brent to take to the UAC Board of Directors our request to get
reimbursed for unexpended salaries identified around the time Brett Rich and Mark Brady came on board or leaving
and any other extraordinary circumstances that resulted in large items.

McConkie: Savings on computers.
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Herbert: Some large items, kind of identified large, anything over $7,500. Is there a second to the motion?
Roundy: I'll second it.

Herbert: Second, Gene, discussion?

McConkie: Call to the question.

Herbert: All those in favor say aye.

Aye.

Herbert: Opposed?

No

Herbert: We have one negative.

McConkie: You don't want to be paid back?

Olsen: | do want to be paid back but | took position no on the other.

Herbert: Trying to be consistent? Okay, thank you. That took a long time but | hope everybody will leave here
thinking it's well worth it. Lunch hour is hers, we still got a lot of stuff to do and | need to get the Board's direction
because | don't think we're going to be able to get to everything. | still would like to be able to have this closed meeting
for personal conduct and I've got to leave at 1:30. What are your list of priorities? We may need to, in fact | may
recommend to the Board, to have other meeting scheduled from now until November to come back and do, for
example, this restructuring of the UACIM Board, Bylaws, if we want to make some significant changes that may require
another, | wont say marathon session, but we need to have some substantial time to kind of discuss what we want to

do in that regard.
McConkie: ...we've got mestings in Wasatch County next week anyway...Sheriff would have to come...

Herbert: You refering to the USACCC Conference at the Homestead? Well, again, let's just through that on the table
and see what we want to do because | think the next item Shawn’s got, Restructuring of the UACIM Board and Bylaws,
need to take some thought and discussion.

McConkie: I'd make a motion there and if you'll trust me | can do that in 20 seconds.

Herbert: We trust you but...

Lemon: Let me ask you, we've dealt with the past issues as far as redefining the relationship between UAC and
UACIM but we're we going to further define how we were going to deal with this in the future?

Herbert: We are and | think that's what's coming up but my recommendation to the Audit Committee or my
recommendations of having Insurance Mutual’s staff, our direct employees opposed to going through UAC, the conflict
we have with Brent Gardner and having to wear two hats, do we want to continue with that, changes we want to make,
modifications we want to make, conception may be a conflict so that's the debate and | think it's going to take more
than five minutes so | would recommend that we have a separate time...at Homestead, we're going to have a lot to do
up there as Commissioners anyway so | don't think that's such a good idea.

Guzman: |f we want o propose Bylaws changes for this membership meeting, | will have to have the final approval on
the Bylaws changes, sometime on the second week of October | have to get them out by October 14 in order to give
the 30-day notification. So you could have a meeting up at the Homestead but I'll need some direction after that
meeting or at that meeting for the Bylaws changes to get around in time, if you want to do them.
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Herbert: Looks like to me if you've got to have them by October 14 would it be possible to have a night meeting?

Several minutes discussing everyone's schedule.

Herbert: October 9, 8:00 that's the day of our next Insurance Mutual meeting, 8:00 to 12:00.

Schappert: Question by Kimberly, can't decipher.

Herbert: ...the meeting will be, redefine the relationship between UAC and UACIM, Bylaws changes...just be here.

That brings us down, what do we have on the other half of the agenda now? We've got the Loss Control Manager's
report, is Mark going to be, LeRay you're hers for the Litigation Committee so we do have issues there, right? How

long to do that?
Jackson: Five minutes.

Herbert: Five minutes to do that. Broker's Report, how long do you need?

Chino: 30 seconds.
Herbert: Why don't we just get you out of the way for the days end.

Chino: Mr. Chairman, members of the Board there are a number of items that we presented at the last mesting and
five different policies, four of those you sent me back and said get numbers, do different things, new retentions, we are
doing that, | don’t have the numbers for you yet, we are just in the process.

Herbert: Any questions for our broker? John you're the best, thank you very much and | appreciate you for it. We'll do
better with you next time. Loss Control, is Mark going to be here today?

Guzman: He's here if you want him.

Herbert: Okay, we'll have him after lunch, what do you think five minutes?
Guzman: Do | get 30 seconds?

Herbert: Do you need 30 seconds, | can give you more time.

Guzman: | can do it in 30 seconds and the rest of the stuff we can talk about later. | need to meet with you Danny,
today about the Nominating Committee.

McConkie: Oh, yeah, that's right.

Guzman: We've sent out letters requesting nominations. Those Board members who are up are Commissioner
Herbert, Lynn Lemon, Commissioner Blackwell, Commissioner Cox and Commissioner Norman this time.

Olsen: How do you handle my spot? |s that just an appointment to the Board?

Guzman: With the change in the Bylaws we just approved. You serve until the end of the year now, not till November
but till the end of the year and then after January 1, the Board will appoint someone to fulfill your unexpired term. Last
item, McLarens contract fort the coming year. We budgeted, we already did our budget but | just wanted to let you
know that what | did was budget for a one year contract. They requested a four percent increase. They haven't
requested an increase in two year and so we thought that was reasonable, but they wanted a multi-year contract and
each of them locked us in to a percentage of increasa either three or four percent. | didn't want to do that, | didn’t see
any reason for us to do that, so what | would like the Board to do is just to approve a one-year contract with McLarens.
The amount we budgeted is in the last budget meeting minutes so just to approve the one-year contract with the four
percent increase.
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Herbert: Do you need to put that on the agenda to us to take action?

Guzman: Actually, you know what, you approved that in the budget last time. It would be like approving one of your
budgets at the county where you approve the items so | guess it's more information.

Herbert; It's information if you...decide that we need to do that let's say if you put in on for ratification next meeting or
something to take action of the Board, put that on for ratification, our understanding will be here that we will have a one
year contract with McLarens Toplis. Anything else, Shawn?

Guzman: None, that's it.

Herbert: Alright thank you, | appreciate that report. Let's do this then, we've got dinner, lunch, downstairs, | guess.
Cox: Why don't you do LeRay?

Herbert: Let's try and do it 15 minutes.

Cox: Why don't you do LeRay, then he can go, said he only needed...

Herbert: You want to do that, do LeRay’s five minutes now? Is that okay...

Tape shut off for closed session (Litigation).

Actions were not recorded.

Meeting ended.
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ROBISON, HilLL & Co. Certified Public Accountants
A PROFESSIONAL CORPORATION
BRENT M. DAVIES, CPA
DAVID O. SEAL, CPA
W. DALE WESTENSKOW, CPA
BARRY D. LOVELESS, CPA

Utah Association of Counties
5397 South Vine Street
Salt Lake City, Utah 84107

Dear Members of the Board:

We have performed the procedures enumerated below, which were agreed to by the Executive
Committee and Management of Utah Association of Counties (UAC), solely to assist in analyzing
UAC’s financial records and preparing schedules with supporting documentation showing the cost
that should be reasonably allocated to Utah Association of Counties Insurance Mutual (UACIM) for
the year ended December 31, 2001. This engagement to apply agreed-upon procedures was
performed in accordance with attestation standards established by the American Institute of Certified
Public Accountants. The sufficiency ofthese procedures is solely the responsibility of the Executive
Committee and Management of UAC. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been

requested or for any other purpose.

The procedures and associated findings are as follows:

Agreed-upon procedures:

L. Analyze UAC’s financial statements to determine direct costs that were attributable
to UACIM.

B Analyze financial records to determine the amount of any indirect costs that should
be allocated to UACIM. )

3. Interview management and other personnel to identify and account for all direct
expenses, shared costs and services.

4, Identify and summarize supporting documentation that may be available upon
request for third party review.

5 Propose a reasonable basis of cost allocation that may be applied to future and prior
years.

We obtained from UAC the following information to assist in performing the agreed-upon
procedures:

General ledger for the year ended December 31, 2001.

Descriptions and allocation basis of general [edger accounts.

Payroll records for the year ended December 31, 2001.

Job descriptions and estimation of time spent performing services for UACIM.

Schedules and calculations of reserve accounts.
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Summary of Conclusions:

1.

UAC monthly compilation report contains numerous funds that provide management with
certain information to assist in the decision making process. As a result of this, not all
expenses for one fund are included in that fund, as they may have beenrecorded to additional
funds. An example of this is McLarens portion of the building usage.

UAC has allocated a number of the expense categories based upon percentage of usage.
Items such as certain salaries were not allocated to each fund.

The UACIM fund balance from the compilation report shows a year to date net excess of
$54,215.64. Upon consolidating all expenses that are associated with UACIM together with
those included in the compilation report the result is a net deficit of $34,976.52 for the year.
In addition to this net deficit the UAC board of directors has required that both UAC and
UACIM accumulate additional building reserves of which UACIM share is $22,894. When
this is combined with the net deficit, it results in a total deficit of $57,870.52.

Attached are the following exhibits that have been prepared to assist in presenting this information:

Exhibit 1 Trial balance for the year ending December 31, 2001 showing the compilation

balance of the UACIM fund, accrual adjustments, MclLarens adjustments,
indirect/other expense adjustments, and adjusted balances.

Exhibit 2 Narratives for Exhibit 1 indicating representations and calculations that have been

made to arrive at balances.

Exhibit 3 General Ledger for the UACIM fund and portions of the special projects fund

(McLarens) for the Year Ended December 31, 2001.

Exhibit 4 UACIM Conference Expenses

Exhibit 5 Building Reserve Calculation

Exhibit 6 Building Repairs and Replacement Reserve Calculation

We were not engaged to, and did not, perform an audit, the objective of which would be the
expression of an opinion on the specified elements, accounts, or items. Accordingly, we do not
express such an opinion. Had we performed additional procedures, other matters might have come
to our attention that would have been reported to you.



This report is intended solely for the use of the Executive Committee and Management of UAC and
is not intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted

Potow, N

Certified Public Accountants

Salt Lake City, Utah
September 6, 2002
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Utah Association of Counlies - UACIM Fund -
Slandard Trial Balance
December 31, 2001

Exhibit 1

UACIM Fund Accrual Adjusted Adjusled Indirect/Other Adjusted
Compilation adjustments Balance MclLarens Balance Expenses Balance
Account _ Description 12131/01 12/31/01 12/31/01
3120.010 Management Fees (446,815.00) (a) {446,815.00) (446,815.00) (446,815.00)
3150.010 Interest Income (20,010.23) (b) (20,010.23) (20,010.23) 18,584.89 (ba) (1,425.34)
3200.010 Transfer from Prop (7.900.00) (c) (7.900.00) (7.900.00) (7,800.00)
4030.010 Staff Salaries 160,333.70 (d) 160,333.70 160,333.70 34,103.00 (bb) 194,436,70
4040.010 Training & Assistance 13,097.84 (e) 13,097.84 13,097.84 13,097.84
4050.010 Legal 2,872.52 (ab) 2,872.52 2,872.52 2,872.52
4070.010 Management Fee 15,000.00 {f) 15,000.00 15,000.00 {15,000.00) (bc) 0.00
4080.010 Accounting & Audiling 1,704.50 (g) 50.00 (ab) 1,754.50 1,754 50 1,754.50
4170.010 Automabil Expense 7,34439 (h) 7.344.39 7,344.39 7,344.39
4280.010 Technical Assislance 800.00 (i) 500.00 900.00 900.00
4290.010 Board Expense 15,248.61 (j) 164.00 (ab) 15,413.61 15,413.61 (3,708.00) (bh) 11,705.61
4300.010 Data Processing 5,112.85 (k) (2,670.00) (aa)
2495 (ab) 2.467.80 2,467.80 (135.08) (be) 2.282.72
4310.010 Staff Expense 18,657.42 (1) (473.20) (aa)
100.59 (ab) 18,284 .81 18,284.81 18,284 91
4400.010 Debt Service 28,368.77 (m) 28,398.77 20,598.55 (ac) 48,997.32 48,997.32
4410010 Office Mainlanence 11,623.21 (n) (293.93) (aa)
(28.50) (aa)
1,317.91 (ab) 12,618.69 7,815.75 {(ad) 20,434 44 (1.226.07) (bd) 19,208.37
4490.010 Telephone 5,579.11 (o) 13,986.00) (aa)
(233.54) (aa)
134.56 (ab) 1,494.13 1,494.13 (112.06) (be) 1,382.07
4530.010 Poslage 2,927.28 (p) (9.20) (aa)
8.91 (ab) 2,926.99 2,926.99 (218.52) (be) 2,707.47
4610.010 Office Supplies 3,003.78 (q) (43.35) (aa)
251.25 (ab) 3211.68 3,211.68 (240.58) (be) 2,970.80
4620.010 Copies 1,302.73 (r) 1,302.73 1,302.73 (97.70) (be) 1,205.03
4010.010 Vacalion and Sick Leave 668.41 (bf) 668.41
4690.010 Retirement 29,306.77 (s) 3,390.68 (ab) 32,697.45 32,697.45 3,083.00 (bb) 35,780.45
4730.010 Payroll Taxes 12,626.88 (1) 12,626.88 12,626.88 2,206.00 (bb) 14,832.88
4770.010 Medical Insurance 33,400.13 (u) 33,400.13 33,408.13 3,949.00 (bb) 37,358.13
4810.010 Other Insurance 1,446.24 (v) 112.83 (ab) 1,559.07 1,559.07 (116.93) (be) 1,442.14
48980.010 Dues, Subscription 214178 (w) (35.00) (aa) 2,106.78 2.106.78 2,106.78
5350.010 Printing 1,303.55 (x) 1,303.55 1,303.55 1,303.55
6350.010 Transfer to Prop & 25,970.05 (y) 25,970.05 25,970.05 25,970.05
6420.010 Oebl Service-Principal 24,000.00 (z) 24,000.00 16,000.00 (ae) 40,000.00 40,000.00
§780.010 Convenlions 2,43432 (bg) 2,434.32
£880.010 Pub Relations & Markeling 70.00 70.00 70.00 70.00
YTD Net (Excess)Deficit (54,215.64) 655.48 (53,560.16) 44,414 30 (9,145.86) 44.122.38 34,976.52
Building Reseve 17,260.00 (ca)
Building Repairs and Replacemant Reserve 5,634.00 (cb)
7289400 __ 2289400

Total Resarves

Total Deficil for 2001

57,870.52
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Exhibit 2

Compilation fund balance narratives have been made by representations of Utah Association of
Counties, and not a result of procedures performed by Robison, Hill & Company.

(a)
(b)
(c)

(d)
(e)
®

g)

(h)
(1)
()
(k)

(D
(m)

(n)

(0)
(p)
(9)
®
(s)
®
(w)
(v)

(w)
()
(y)
(2)

Management fees paid by UACIM to UAC
Interest on Public Treasurers Investment Fund that have been allocated to this Fund.

Monies transferred in from the property and equipment fund as a result of an automobile
sale.
Salaries of Shawn Guzman, Mark Brady and 70% of Sonya White’s salary.
Insurance Mutual loss control training

{anagement Fee for UAC to allow for additional expenses not detailed.
Accounting and Auditing fees attributable to the fund. Calculated at approximately 9%
of total accounting fees (1 of 11 total funds that are compiled duning the year).
Automobile expenses incurred for the use and maintenance of two vehieles.
UACIM’s portion of the preliminary Management Assessment study that was initiated.
Direct meeting expenses for UACIM board meetings.
40% of monthly interniet service, computer services, and direct portion of computer
repairs.
Staff expenses for UACIM’s staff.
UACIM’s portion of the interest payments on the building. Calculated at 28.5% of the
total.
UACIM’s portion of the buildings landscaping, upkeep, repairs, and maintenance, these
are calculated at 30% of the total.
40% of telephone services and long distance. Conference calls are directly allocated.
40% of postage and direct allocation of all federal express and overnight packages.
40% of all office supplies.
40% of copier maintenance agreements.
Retirement benefits for Shawn Guzman, Mark Brady and 70% for Sonya White.
FICA taxes for Shawn Guzman, Mark Brady and 70% for Sonya White.
Medical insurance for Shawn Guzman, Mark Brady and 70% for Sonya White.
40% of package insurance policy that covers the building, disability, and fiduciary
insurances as well as workers compensation insurance.
Direct allocation of dues and subscriptions for magazines, publications, and associations.
Direct allocation of printing services.
Expenditures for new vehicles and equipment transferred to property and equipment fund.
UACIM’s portion of the principal payments on the building. Calculated at 28.5% of the

total.



Accrual adjustments to reflect 2001 and 2000 accounts payables to bring financial statements to
the accrual basis.

(aa)

(ab)

To reverse prior years accounts payable entries.

Account/Code Description Amount
4300.010 Data Processing 2,670.00
4490.010 Telephone 3,986.00
4310.010 Staff Expense 473.20
4410.010 Office Maintenance 293.93
4410.010 Office Maintenance 28.50
4490.010 Telephone 233.54
4530.010 Postage 9.20
4610.010 Office Supplies 43.35
4890.010 Dues, Subscription 35.00

To record current years accounts payable entries.

Account/Code Description Amount
4050.010 Legal 2,872.52
4090.010 Accounting & 50.00
4290.010 Board Expense 164.00
4300.010 Data Processing 24.95
4310.010 Staff Expense 100.59
4410.010 Office Maintenance 1,317.91
4490.010 Telephone 134.56
4610.010 Office Supplies 251.25
4690.010 Retirement 3,390.68
4810.010 Other Insurance 112.83
4530.010 Postage 8.91

McLarens portion of expenses not included in the UACIM Fund

(ac)
(ad)
(ae)

McLarens portion of the interest payments on the building. Calculated at 18.5% of the

total. .

McLarens portion of the buildings landscaping, upkeep, repairs, and maintenance.
Calculated at 20% of the total.

McLarens portion of the principal payments on the building. Calculated at 18.5% of the

total.

Indirect/Other Expenses have been calculated based upon the following information:

(ba)

The interest from the Public Treasurers Investment Fund (PTIF) has been calculated
based upon approximately $458,000 in investments. Based upon UAC’s representation
and this analysis it appears that monies received from UACIM for management fees are
expensed fully in the year that it is received. It has been assumed that the management
fee has been received on the first day of each quarter and has been fully expensed by the
end of the quarter. Therefore, interest has been calculated based upon a quarterly
management fee that is received from UACIM of $111,703.75. Assuming the
management fee is expensed each quarter our average quarterly cash balance is
$55,851.88. Yearly interest of $1,425.34 has been calculated by taking the average
balance of $55,851.88 and multiplying it by the average PTIF interest rate for the year



(bb)

ended December 31, 2001 of 2.552%. Based upon this, an adjustment of $18,584.89 has

been made to interest income to adjust the total to $1,425.34.
Indirect Salaries have been calculated for the following individuals based upon
representations made to us through interviews with UAC personnel.

Brent Gardner - UACIM Administrator (UAC Executive Director)

. Attend UACIM Board of Trustees Meetings
. Oversight and Supervision of Staff Services Provided to UACIM
v Property Management
. Trouble Shoot County Problems
. Lobbying
Brent estimates that he spends 16.5% of his time in performing these activities for
UACIM.
Salary $19,798
Payroll Taxes $ 1,110

Health Insurance $ 1,686
Retirement (9.26%) §$ 1,833

Jean Evans - In an interview, Jean estimated that approximately 20% of her time 1s spent
working with UACIM doing the following tasks:

Bi-monthly payroll, cafeteria plan, retirement, vacation, and sick leave
calculations and reconciliations

. Bookeeping Services and maintenance of related files, reconciliations, and
deposits.

. Personnel services

. Accounts payable and check requests

. Telephone Services
Salary $9,027
Payroll Taxes § 691

Health Insurance $2,044
Retirement (9.26%) $ 836



Lisa Kalantzes - Lisa is no longer with UAC so an interview was performed with Doug
Perry who took over her duties. Doug estimated that the following time in planning,
preparation, and promoting the UAC/UACIM two Annual meetings.

Month % of Time
July/December 10%
August/January 25%
September/February 35%
October/March 50%
November/April 50%

It has been estimated that UACIM accounts for approximately 20% of the annual
meetings agenda, therefore, 20% of Lisa’s time in preparing for these meetings is
indirectly attributable to UACIM.

Lisa earned $3,953 per month during 2001 of which the following amounts are
attributable to UACIM.

Month Salary
July/December § 158
August/January 395
September/February 553
October/March 791
November/April 791
Total $2,688
Salary $2,688

Payroll Taxes § 206

Health Insurance $ 219
Retirement (9.26%) $ 249

Pat Fizer - Performed receptionist duties and answered the phones for UAC and UACIM.
It has been estimated that she spent approximately 10% of her time was spent performing
duties for UACIM.

Salary $1,786
Payroll Taxes § 137
Retirement (9.26%) $ 165

Debbie Goodwin - Performed receptionist duties and answering phones for UACIM.
Debbie has estimated that she spends approximately one hour each day or approximately
9% of her time performing these duties.

Salary $804
Payroll Taxes $ 62



(be)

(bd)

(be)

(bb)

Sonya White - Performed services for UAC, however, information as to the extent and
nature of services performed on behalf of UAC were not available. UAC would be more

than willing to credit back UACIM for her services.

Shawn Guzman - Performed services for UAC, however, information as to the extent and
nature of services performed on behalf of UAC were not available. UAC would be more
than willing to credit back UACIM for his services.

Management fee was set up to account for other indirect costs that may be incurred.
Since the indirect costs in this report are being allocated this management fee is being
reversed.

UAC has accounted for the building space being allocated at 50% UAC, 30% UACIM
and 20% McLarens. The correct percentages should be 53%UAC, 28.5% UACIM and
18.5% McLarens. An adjustment in the amount of $1,226.07 to properly reflect the
corrected percentages.

Shared expenses have been allocated to UACIM at 40% instead of being 37%, of total
expenses. This adjustment correctly allocates these expenses to 37%.

UAC policy allows their staff to accumulate unused vacation and sick leave. Retiring
employees and employees terminating for other reasons are paid at 100% of unused
vacation and 50% of unused sick leave. UACIM’s portion of accrued vacation and sick
leave expense for the year ended December 31, 2001 is calculated by subtracting the
December 2001 accrued balance per individual from the December 2000 accrued balance
and multiplying it based upon the percentages of time spent working for UACIM.
Negative numbers indicate that current year and prior year vacation amounts were used
during 2001, this is offset by the same increase. UACIM portion of accrued vacation and

sick leave are as follows:

Brent Gardner $(774.28)
Shawn Guzman $261.54
Sonya White $ 763.84
Mark Brady $417.31
Total $ 668.41

The above vacation and sick leave amounts may be subject to payroll taxes and



retirement contribution when paid out. For the purposes of this report these have not
been considered.

(bg) UACIM’s portion of management conference and annual convention expenses. See
Exhibit 4 for more details.

(bh)  Adjustment to reclassify check #11307 that was incorrectly coded to UACIM Board
expense.

Building reserve accounts

(ca) The UAC board of directors has required that both UAC and UACIM accumulate
additional building reserves to cover one years lease payments on the building. The
accumnulation of this reserve was to begin in the year 2000 and last for five years.
UACIM’s share of the reserve accumulation for 2001 was $17,260. See Exhibit 5 for
calculation.

(cb) UAC and UACIM have been accumulating reserves for building equipment repairs and
replacement. UACIM contribution to this reserve for 2001 is $5,634. This calculation is
based upon estimated replacement cost and life of building equipment as estimated by the
building contractor. See Exhibit 6 for additional information.
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